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ECONOMIC POLICY, ORGANIZATION, 
MANAGEMENT 


Anti-Monopoly Law Recommended 
YO4A01T01LA Moscow EKONOMICHESKAYA GAZETA 
in Russian No 49, Dec 89 p 7 


{Article by O. Amurzhuyev, candidate of Economic 
Sciences, and V. Tsapelik, scientific associate of the 
IsEMI [Central Economic-Mathematical Institute] of 
the USSR Academy of Sciences: ‘“‘How To Conquer the 
Diciation of the Monopolist’’] 


[Text] Under the conditions of centralized distribution 
of resources, when each enterprise 1s instructed to whom, 
what, 1n what quantity and in which periods to supply, 
the number of enterprises producing a certain type of 
goods was not so important for the consumers. 


With the introduction of the Law on the State Enterprise 
(Association), the rights of enterprises to form a produc- 
10n program, and sell finished products were expanded. 
They have new guidelines, and there is great interest in 
profit and income, but the striving to stabilize and even 
reduce the production volumes has grown even stronger. 
The exceedingly high level of concentration and 
monopoly in production that has recently formed plays 
no small role here. 


According to the data of USSR Gossnab, the country 
now has about 2000 enterprises which are the sole 
producers of a certain type of product, that 1s, absolute 
monopolists. This calculation was made according to the 
reference numbers on the products list of USSR Gos- 
snab. If you consider all 25 million descriptions of goods, 
it appears that most of the enterprises and associations 
are the sole producers of a certain specific type of 
product in their region 


The monopolisi-enterprises have now obtained the pos- 
sibility of legally exerting influence on their consumers. 
The usual means for market monopolies are becoming 
the vogue—overpricing (which 1s particularly character- 
istic of the sectors of the processing industry with rapid 
updating of products), deterioration of the quality with 
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unchanged prices, stabilization and reduction of the 
volumes of production without loss in revenues and 
profits. There are also our primitive methods of dicta- 
tion—d: mands for exchanges in kind for short supply, 
payments of freely convertible currency, supplies in 
dismantled and incomplete form 


Today the problem of the monopolization of the eco- 
nomic system is coming into one of the top places among 
the numerous obstacles on the path from natural distr- 
bution to commodity-market relations. 


What will be the result of the exclusive position of the 
monopoly producers in the economic system”? Here 1s 
what was characteristic in the course of the last contrac 
tual campaigns (in addition to the negative phenomena 
already listed above): refusals to conclude contracts to 
supply producis; demands to <iraw in the material and 
labor resources of the consumer to fulfill the production 
program of the supplier, demands for ahead-of-schedule 
payments for the supplies (enforced commercial credit), 
substituting one type of product for another: supply 
“with an obligation” (forcing the consumer to take a 
product he does not need) 


In all these cases, the consumers, who have no possibility 
of choosing the suppliers, try to fulfill any requirements 
of the monopolists and do not complain about their 
illegal actions to arbitration authorities because of the 
fear of being completely deprived of the supply of the 
necessary product. 


Today we are attempting to ind the root of the com- 
modity shortage, which has become “the talk of the 
town.” In our opinion, one of these roots is precisely the 
high level of production monopoly. Without expanding 
activity and without increasing the output of goods. the 
monopolist is striving to increase his revenues through 
raising prices, “washing away” the inexpensive assort- 
ment and lowering the quality. 


No studies were made of the leve! of monopoly in the 
USSR until recently. We made a few inquiries at USSR 
Gossnab in connection with the conversion of a consid- 
erable number of descriptions of goods tor production- 
technical purposes to direct unlimited orders. They are 
shown in the table. 





Distribution by Number of Producers of Goods Transferred to Direct Unlimited Orders 
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It can be seen trom the table that in the machine building 
complex, 94.8 percent of the reterence numbers of the 
products list are produced by not over three producers 
(moreover, 87 percent of the descriptions are from 
absolute monopolists). This is an exceedingly high level, 
unprecedented in world practice 


Chings are much worse with the production of specific 
types of goods in individual subsectors of industry 
(bearings, construction equipment, passenger vehicles, 
power semi-conductors) 


World anti-monopoly practice has worked out a whole 
arsenal of means to determine the level of production 
monopoly and to combat it. In particular, clear-cut 
criteria of market monopoly have been worked out, in 
accordance with parameters such as the proportion of 
manutacturers in the total volume of output and sale of 
a certain specific product, the number of producers of 
idemtical commodities and others. 


A great deal of time is being taken up in surmounting the 
monopoly structure of production in our country. This task 
1S quite complex and delicate. The main thing 1s to keep the 
anti-monopoly policy from ultimately turning into a limiter 
of all the mghts and freedoms of the enterprises. 


Just what ts it expedient to initiate in the near future to 
combat monopoly? 


First of all in our opinion, organizationa! monopolies 
must be eliminated—main administrations and other 
sectorial administrative associations. They will be 
replaced by free associations of producers, created on 
commercial principles. They will take on the functions of 
the abolished organizations, without which it 1s impos- 
sible to get along under the market conditions. 


There should be a simultaneous reduction in the number 
of ministries. The enterprises will emerge from their 
jurisdiction, making the transition to leasing, and 
becoming cooperatives and joint stock-holding compa- 
nies. The remaining ministries should be deprived of the 
functions of operating management of production, 
supply and sales. , 


After a careful analysis of the master plans of the adminis- 
tration, the production associations and enterprises with 
weak technological! ties should, where possible and expe- 
dient, be broken up into smaller units. This pertains first of 
all to the light and tood industry, as well as to certain other 
sectors producing consumer goods. 


Recently, following the first three intersectorial! state 
associations (Kvantemp, Energomash and Tekh- 
nokhim), new concerns have begun to appear. It should 
be taken into consideration, however, that with their 
creation the degree of monopoly for some types of 
products 1s even increasing. Already the first concerns 
are absolute monopolists on many markets (for example, 
K vantemp 1s the sole producer of catering elements for 
household equipment). 
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The demonopolization of the sphere of commodity circu- 
lation and the creation of parallel commodity structures 
are extremely important. The administrative associations 
of trade enterprises should be reformed, first of all— 
without competition in trade, th ° is no market. New 
associations of tradesmen are springing up, which will 
Operate on commercial principles. An example of a new 
type of trade association may be, in our opinion, a volun- 
tary association of commercial centers of USSR Gossnab. 


In order to prevent a new concentration of production 
and ciiculation, legal means of combating it must be 
worked out. For a start, an anti-monopoly program 
should be formed, which must be put into effect imme- 
diately. In the future, an anti-monopoly law is required, 
as well as a State anti-monopoly organ, which will work 
out and implement a policy directed toward creating the 
conditions for producers’ competition. 


There must be a system of measures to develop compe- 
tition. Establishing parallel production structures, and 
using various forms of property (particularly joint stock- 
holding) should be given every possible encouragement. 
Competition for monopoly producers can be formed 
only by so-called nonspecialized production, created at 
large enterprises. This, however, requires that they are 
supported, and exempt from taxes, while being granted 
preferential credit. 


Quality Control Chief Vows to Dismantle 
Gospriyemka 

904400744 Moscow EKONOMICHESKAYA GAZETA 
in Russian No 46, Nov 89 p 18 


[Interview with Valeriy Vasilevich Sychev, chairman of 
the USSR State Committee for Quality Control and 
Standards, by A. Nikolayev; date and place not given: 
“Solve All Problems in Favor of the Ship” 


[Text] When will the quality of our production finally 
hegin to increase? What happened to gospriyemka? Will 
the development of standards be placed in the hands of 
producers and developers themselves? Chairman of the 
USSR State Committee for Quality Control and Stan- 
dards [Gosstandart], Valeriy Vasilevich Sychev, answers 
these and other questions for EKONOMICHESKAYA 
GAZETA readers. 


[Nikolayev] Valeriy Vasilevich, lively debates at the past 
session of ihe USSR Supreme Soviet revealed that vou 
are one of those new ministers whose candidacy for 
appointment to a state post did not lead to lengthy 
quarrels or harsh, critical remarks on the part of USSR 
Peoples’ Deputies. Possibly, this is connected with the 
fact that you have not previously worked in Gosstandart 
and you have a fresh point of view? What do you think 
are your positive and negative qualities? 


[Sychev] I do not know if it 1s good or bad but wherever 
| worked I always was dissatisfied with myself. Even in 
1971, leaving the post of general director of the central 
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scientific and industnal association “Vympel” tor the 
USSR Council of Ministers State Committee, | did not 
think I was qualified to be deputy general director 


My work days last tor 13-14 hours. on the average. | 
work long hours but do not require my subordinates to 
do the same. I demand only that they do their job well. If 
they complete their work in 3 hours, let them rest more 
for their health. | count on the decency and integrity of 
people; I trust those with whom | do business and, as a 
rule, I tind persons having the same views 

{Nilolayev] How do your new subordinates relate to such 
a style of leadership” 


[Sychev] I think they still do not know about this style 
But they are already acquainted with another thing: my 
program. That 1s the main thing now. Especially since 
Gosstandart was previously always the stronghold of the 
administrative-command form o! management I[t was a 
stronghold because, for many years, 1t gave Out com- 
mands and sometimes simply 
with its own State Standards [GOSTs]. Therefore, in my 
first days in the post of chairman, I talked with my 
deputies face to face and every one of them gave one and 
the same message and requesi. io prepare their sugges- 
tions according to the strategies and tactics for furthering 
the work of Gosstandart. When I met with the collective 
of associates of the State Committee, I told them about 
the second part of my statement at the session. (Regret- 
tably, I was not able to present the complete text to the 
Peoples’ Deputies because the time was limited). Briefly 
this part amounts to the following 


suppressed enterprises 


—to transfer development of standards into the hands of 
designers, manutacturers and consumers and to 
create, at head enterprises. permanent technical com- 
mittees on production forms (councils of partners 
enjoying equal rights—chief designers, manufacturers 
and consumers or customers), where the decisive word 
is—for the consumer; 


—to work at increasing the scientific and technical level 
of normative-technicai documentation (GOST, TU 
[technical requirements]). Today, alas. only 70 percent 
of the GOSTs on production forms match the world 
level and only 30 percent of T''s match the world level 
for specific products: 


—we must arrange matters so that the standardization 
system permits use of internationa! standards: 


—basic problems tn the area of metrology involve the 
increase of equipment tor measuring, testing and 
monitoring and creation of new automated, pro- 
grammed-retunabie devices and devices built into 
technological processes and introduction of metrolog- 
ical expertise into major state projects and programs. 


Regrettably. there is still one other important aspect: 
attestation and certification centers. where personne! 
working today in gosprivemka may be used completely, 
should replace gospriyemka. | promise that problems 
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concerning removal Ol gospriyemka trom productions 
and enterprises which achieve stable Output quality wall 
be solved by our committee without bureaucratic red 
Lape. 


[Nilolayev] Valeriy Vasilevich, speaking of product 
quality, it would be wrong not to speak about the 
quantity of goods. Judging by shop counters, one gets the 
impression that we have stopped producing the most 
necessary goods which were readily available quite 
recently. How do you propose solving the problems of 
improving the quality of goods while increasing the 
quantity of goods at the same time? 


[Sychev] In today’s fatal triangle—quality, price and 
shortages—I give no preference to any one of these. We 
must seek optimal, compromise solutions. However, it is 
obvious to me that we cannot skimp on quality, for this 
would be too ruinous for the country. There 1s such an 
everyday thought: the sea does not like tricks; all prob- 
lems must be solved in favor of the ship. Very often 
shipbuilders utter 1t when someone tries to set up equip- 
ment on a ship and, during this, ignores the characteris- 
tics of the ship as a floating entity. It 1s also impossible to 
fool around with quality. There are levers which, in my 
opinion, permit adoption of rational decisions in the 
face of today’s shortages without sacrificing quality. 


Take such a concept as retooling. It is common knowl- 
edge that labor collectives receive certain concessions 1n 
the form, for example, of preferential credits and other 
things for retooling. Therefore producers are interested 
in retooling production no less than consumers are. 
However, retooling is one matter and imitation of 1t for 
the sake of increasing prices of goods is an entirely 
different thing. But I am noi maintaining that we apply 
the new technical condition for updating goods to a 
certain enterprise and the problem will be solved. We 
may treat those organizations which a'tempt to deceive 
the puchaser by the index indicators “N” [New] or 
“DTs” (Contract Price] in the same way 


We may take another direction. Let us say, do not refuse 
grief-collectives [as received—FBIS] approval of new 
technical conditions but record, under these conditions, 
one statistic: amount of output produced. This can be 
done and, | assume, must be done because the buyer 
needs both expensive and inexpensive goods. Lately, I 
became interested and took the GOST for soap. This 
GOST permits output of any soap. beginning with the 
cheapest up to the most expensive. Why? The conditions 
stipulate only the general requirements for soap. I admit 
that a GOST is not necessary for each specific kind of 
soap (otherwise we would have much too many GOSTs!) 
But, under technical conditions we must stipulate the 
amount of output produced. 


Another problem 1s certification of production for the 
quality category. I think that associates of our committee 
must look more attentively for higher quality goods. I 
believe that some enterprises are attempting to reach this 
category of quality only in order to also inflate the prices 
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of goods and this 1s inadmissible, especially when there 
are sO many shortages. We shall solve these and other 
problems in the immediate future. We shall seek help 
from Goskomtsen [State Committee on Prices] and 
Goskomtrud [State Committee for Labor and Social 
Problems]. Quality, you know, has stopped being an 
economic issue and has become a social issue. 


{Nikolayevy} You touched upon the problem of social 
category. How do you react to the fact that the same 
product, but of different quality, frequently 1s produced 
at enterprises for the same workers’ wage? 


{[Sychev] This is wrong. | believe that our committee 
must introduce a scale for product quality. Suppose. 
during automobile production, someone scratches the 
body. What can be done? Reduce the quality indicator! 
And let this, in its turn, be reflected in the worker's salary 
and in the price of the article. Only in this way can we 
interest people in producing high quality output. How- 
ever, we still have grades only for food products and light 
industry goods. 


{ Nikolayev] Who will control whether or not production 
of this or that quality 1s suitable at enterprises and in 
organizations? 


[Sychev] Attestation and certification centers, which 
should base their work on the existing infrastructure, our 
State Committee and its republican and regional organi- 
zations. | have great hope for these centers. Here 1s why. 


Life, for example, has shown that gospriyemka cannot 
correctly link the production process with quality. It 1s 
not enough to make a diagnosis; it 1s still necessary to be 
able to treat the disease. And science helps in treatment. 
It is no accident that the basic task of the USSR State 
Committee for Quality Control and Standards is to make 
it the state agency for working out scientific and tech- 
nical policy in the management of quality control. 


{ sincerely believe that quality begins with technical 
planning and designing. Regrettably, more than once | 
had to deal with the fact that many directors of enter- 
prises and specialists have not mastered how to use 
methods of standardization of quality, the most impor- 
tant indicator of reliability. Sometimes they do not know 
what thread to grasp in order to determine why the 
output of suitable goods in an overall consignment is 
small. For example, at one enterpise, they wondered for 
a long time why the necessary precision for processing 
articles was not be:ng achieved. Then they called in 
specialists. “Thus, you have 50 meters of railroad. We 
mav speak of ‘accuracy’ concerning this,” the commis- 
sion concluded. 


Today my colleagues and I have greater plans. We are 
counting on scientists and competent specialists. How- 
ever, | cannot say that quality is being achieved in all 
forms of production—the matter is national. Therefore, 
taking the opportunity, I want to appeal from the pages 
of this paper to all labor collectives and organizations 
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with the wish for more active introduction of progressive 
scientific and technical achievements. 


Failure of Gospriyemka To Improve Quality 
Hinders Reform Effort 


Y04A0091A Moscow SOTSIALISTICHESKAYA 
INDUSTRIYA in Russian 30 Nov 89 p 1 


{Article by Ye. Chernova, Moscow: “It Was Not Made a 
Part of the Economic Reform...”’] 


{Text} Yet another noisy campaign has ended in the era 
of perestroyka—the campaign to inaugurate gos- 
priyemka. De jure, this event occurred more than a 
month ago, when Decree No 901 of the USSR Council of 
Ministers, well-known in production circles, was pub- 
lished, but de facto, it was recognized in the all-union 
conference on problems of quality control, which was 
conducted by USSR Gosstandart. The main idea of the 
key document of the conference—an appeal to workers 
in the economy—is that gospriyemka needs to be 
removed immediately from enterprises that have 
achieved stable product quality. This temporary police 
measure can apply only as punishment to malicious and 
persistent producers of poor-quality products. 


So, the Gordian knot has been cut, the opponents of 
gospriyemka have won. But, recalling the seething 
resentment in the conference room (a majority of those 
present were supporters of gospriyemka), and reading 
the mail, which has not dropped off, I feel it necessary to 
discuss these painful issues once again in order to try to 
win Over those who are angry. 


I will begin with the main‘ proposition of advocates of 
gospriyemka—at present, there is no competition, there 
is no market, the flow of substandard products cannot be 
stopped. The only protection against it, the only barrier, 
if you like, is the state acceptance department. The 
arguments would appear to be beyond dispute. But this 
is only apparent. The trouble in fact is that gospriyemka 
cannot become a reliable barrier. Numerous examples 
were given at the conference of how its personnel have 
been unable to prevent the production of rejects. For 
example, the Voroshilovgrad Production Association 
“Machinebuilding Plant imeni Lenin” was ordered to 
manufacture production lines for making little sausages. 
The developer—one of the subdivisions of the MNTK 
“Rotor’’—issued the technical assignment, which had 
not been properly cleared with the consumer. And, of 
course, all the defects in the design cropped up as soon as 
the first experimental prototypes were produced. V. 
Eglit, director of the local gospriyemka, sounded the 
alarm, but he was unable to prevent these machines from 
being put into series production. The developers appar- 
ently put pressure on Gosstandart, and the latter actually 
removed Eglit from the effort to monitor the machines. 


As a consequence, 25 (!) lines for which many meat 
combines had been waiting were manufactured. But alas, 
when they realized that the lines simply did not fit into 
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the shops, that essentially they did not mechanize any- 
thing, they threw up their hands. Now this story 1s being 
repeated with production lines to make needles for 
nonreusable syringes. 


Or another extreme. Yu. Khazanov, deputy general 
director of the Moscow PO “Voskhod,” a firm that is 
unique in our time (in the 20 years it has operated it has 
received only one complaint, and that for a few kopecks), 
became upset that gospriyemka refused to pass school 
notebooks. It was refusing because it was not sure how 
far the bottom line should be from the bottom of the 
page—} mm or 6 


What do these cases indicate? That gospriyemka cannot 
control true quality, quality as such. It either enforces the 
letter of GOST’s or technical specifications, or—in those 
cases when the instruction is silent, the state inspectors 
become involved in refined departmental games. And 
often these games have only a remote relevance to the 
problems of quality. 


There is also another popular argument. Among gos- 
priyemka personnel it has become almost like a saying— 
the conflictive nature of our department, they say, is 
imposed by its very nature, ! y the fact that its exacting- 
ness contradicts the interests of producers. Again, this is 
true only at first glance. In fact, it is not gospriyemka that 
contradicts the interests of production personnel, but the 
imperfect standards and the entire domestic system for 
the setting of standards that arouse the dissatisfaction of 
collectives. But before gospriyemka was inaugurated, 
they could simply ignore the requirements of GOST’s, 
which sometimes were absurd, but now they have to 
abide by them unswervingly. F. Pavienko, director of the 
Aleksandriya Power Machine Plant, told a very typical 
story. All of his shop chiefs were loudly demanding that 
gospriyemka be abolished and that they make the tran- 
sition to personal quality stamps. He agreed. But when it 
came right down to it, not a single shop gave up gos- 
priyemka. “What do we need with one more unnecessary 
headache?” the chiefs said to justify themselves. “Now I 
submit the product to gospriyemka, and that is the end of 
it. Whether it has defects or not, I am no longer account- 
able for it!’ So there you have it. Instead of having an 
educative effect, gospriyemka has ultimately demoral- 
ized the producer by taking away what little account- 
ability he previously had to the consumer. 


Gospriyemka was also done a disseivice by certain 
ministries when to make it easier on themselves they 
began to inaugurate it at the worst enterprises, those that 
had been fined, rather than at the best ones. Another 
reason for anger, additional social tension in collectives. 
And I simply will not discuss the difference in wages 
between gospriyemka personnel and the personnel of the 
OTK. 


But the main reason, of course, is that gospriyemka 
simply was not made a part of the economic reform. 
Every economy gets the product quality it deserves, and 
quality can be improved only by improving the economy 
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itself. All the principal measures of the reform are 
directed precisely toward liberating the producer, moti- 
vating him concerning the results of his work. Only 
gospriyemka seems like a foreign and archaic measure. 


But it is not gospriyemka’s fault that the level of product 
quality has not risen over the last 3 years. The drop in 
quality indicates only that the economic reform itself did 
not contain the necessary incentives. It is on economic 
levers and material incentives that the new leadership of 
USSR Gosstandart has placed its emphasis. 


Its present chairman, V. Sychev, has a clear program of 
action based on principle. It consists of only three 
points—product certification, certification of produc- 
tion, and reform of the system for setting standards. But 
those points are components of the quality control 
system. We will be frank, there are more than enough 
skeptics of V. Sychev’s conception. 


Take product certification. The country is not ready for 
it. There are hardly more than a dozen product certifi- 
cation centers. One of them, in Donetsk, has been in 
existence only a few years and is poorly equipped. And in 
all those years it has issued one...or two certificates. The 
centers do not have regular information about the attain- 
ments of foreign firms, and they check products at 
random. What is more, there is no guarantee that the 
centers will preserve their virginity in issuing certificates, 
that attempts will not be made to bribe their personnel. 
And the main thing is that so far our certificates are not 
recognized in the world. I put the question to V. Sychev: 


“Valeriy Vasilyevich, do you not feel that certification in 
our country is either altogether doomed to fail or, as 
many Say, 1S premature?” 


“No, I do not think so. But this must be a process 
discrete in time. There are enterprises that are yearning 
to get on the external market. Certification is simply 
indispensable for them. For instance, the director of one 
plant told me that the Italians had decided to buy their 
continuous coal miners. But without a certificate they 
cut the price in half. Then the director rushed to a West 
German center, paid 25 percent of the value of the 
miners, and received a certificate, and sold the machines 
for the full price. 


“There are not many such enterprises, but their number 
will grow, and ultimately they will begin to set the tone. 
We intend to introduce even mandatory certification— 
for safety. Beginning next year, we will apply it to 
foodstuffs, household electrical appliances, and chil- 
dren’s toys. Even the centers of defense ministries will be 
checking products. Sut even in the civilian sector the 
most progressive production people are now making a 
vigorous study of how similar centers operate abroad. 
Interesting experience is being gained by Minstanko- 
prom, permanent contacts are being organized with the 
West German firm TYuF. Personnel are being trained, 
information is being exchanged.... In future, it will be 
possible to rely on all this. 
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The danger of bribery? Yes, | have above all been afraid 
of this. But we have envisaged huge fines for every 
certificate issued unjustiulably 


“It wil be no simple matter to review 22,000 domestic 
standards. But this process ts already taking place. The 
goal is that our standards must be simple to understand, 
convenient to use, and they must be compatible with 
international standards of ISO and the Internationa! 
Electrical Equipment Commission. 


‘However it might seem, Gosstandart has found true 
levers for quality control. But the guarantee of success 
depends above all on the robustness of the reform itself. 
It will be profitable for the plant to produce and for trade 
to sell: in time, of course, quality will have to improve.” 


It will not be easy for V. Sychev to realize his ideas. 
Gospnyemka directors were outspoken in their unfriendly 
reception to hts program. They literally set upon its 
chairman in a body when from the speaker's stand at the 
conference he defended the reform of quality control. 


(This seems to be the first time that the custodians of 


standards have allowed themselves a liberty of that kind.) 
You can accuse them of conservatism and narrow- 
mindedness as much as you like, but these people also have 
to be understood. Their main fear: Where are they going to 
work now”? The chairman’. report stated: regional! author- 
ities of Gosstandart will soon be turned into certification 
centers. They will be staffed precisely with former gos- 
priyemka personnel. And then gospriyemka itself, after all, 
is being eliminated as such. It will be instituted tempo- 
rarily at plants paying fines, and it will operate there until 
quality becomes stable. State monitoring will become the 
duty of the regional authorities. So that on the whole the 
problem of job placement has been solved. But the bad 
taste remains—these people did honest work, and they 
believed in their necessity. Will they be able to change their 
convictions tomorrow? Will they not turn into skeptics 
and petty critics hampering the reform? This danger exists. 


I am enumerating all the negative aspects only so that the 
reader will understand how difficult it will be for the 
retormers. But the strategy which they are proposing— 
which has been approved by the entire world, 1s econom- 
ically knowledgeable and is indispensable to us all. 


Selyunin Explains ‘Black Holes’ in Economy 


904400724 Moscow NOVYY MIR in Russian No 10. 
Oct 89 pp 153-178 


{Article by Vasiliy Selyunin: “Black He'.s in the Econ- 
omy] 


[Text] 
| 


The collapse of trade 1s doubtless the most typical and 
dangerous sign of the times. Not a single living soul 
knows what commodity will disappear from the counters 
tomorrow or next week. i visited relatives in Kirov 
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Obiast. My tellow countrymen are diligently stocking up 
salt and matches, like betore the war. The oblast news- 
paper explained that the storehouses are full of these 
goods and there will be even more. They read an article 
over the radio. Near the bus station in the village of 
Filipovo, I noticed an old woman with a bag of salt. I 
asked why she needed so much. Apparently my interloc- 
utor took me for some kind of chief about to take away 
her booty and she gave me some nonsense about feeding 
the salt to her cow. A passerby intervened: “What are 
you bothering this person for? You ought 'o listen to the 
radio, where they said plainly that there will be nothing 
in the stores.” If things keep going this way, it may be 
that it will not be unusual to meet a lone traveler on the 
roads of our tatherland with a heavy weight acquired in 
case of need. 


We have only a matter of months to get control of the 
situation. When these tines go to the printed sheet with 
its delightful smell, much will have been cleared up. Let 
us hope I am all wrong with my forecast but for now 
things are not going well and the gulf between the 
volumes of money and commodities in the consumer 
market 1s widening. 


In this sense, 1988 was a fateful year. They planned to 
increase the average monthly wage of workers and 
employees by 4 rubles but actually it rose by 14 rubles. 
Multiply the increase by !2 months and multiply the 
result by 117.5 million workers and you have almost 20 
billion additional rubles. Beyond that, the average 
monthly wage of kolkhoz workers increased almost four 
times faster than planned and other payments were also 
increased. An avalanche of money hit the consumer 
market. 


At first glance it held up to this pressure admirably: in 
1988. the population was sold 25 billion rubles more in 
goods than the year before. With pride they reported to 
us a record commodity turnover. Of course! In 1986 and 
1987 taken together, receipts from the sale of goods 
increased by 17.3 billion and here all at once it was 25 
billion, or more than 300 rubles per family of four. In 
such a distribution, life ought to improve noticeably but 
we consumers did not perceive this. So something ts not 
right here 


To begin, let us clarify the source of the increase in the 
commodity turnover. Publicists are accustomed to 
writing that our light industry got in the habit of pro- 
ducing unfashionable goods. There are plenty of shoes 
per capita but no one will put them on. Mountains of 
clothing have been accumulated but buyers are looking 
for foreign jeans and are paying as much for them as for 
a decent transistor radio. Relax, this 1s not happening 
any more: we successfully took care of this sore. They are 
devouring everything from the store shelves—old and 
fashionable merchandise and expensive as well as cheap 
goods. In the last 3 years, commodity stocks in trade 
ha feclined by about 17 billion and today they are 
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below standard for many ttems. It is not at all good when 
trade is working from the wheels—today they get rid of 
pots, tomorrow jackets. 


Still, the selling off of stocks can explain only a small part 
of the increase in the commodity turnover. The nse in 
retail prices has become the inexhaustible source of the 
increase in receipts. Let us take a closer look at this 
phenomenon. The sale of meat and meat products in 
state and cooperative trade increased by 5 perceni last 
year. Wonderful, is it not? But the increase is not 
measured in terms of kilograms but in rubles received. 
Meanwhile, the average purchase price went up by 4 
percent. It turns out that the quantity of products sold 
increased by only | percent. And since the population 
grew by that same | percent, per-capita sales stayed at 
the previous level, the only difference being that you and 
I have begun to pay more. The :nechanism of this little 
trick is simple: just transfer sausage, for example, from 
state to cooperative stores and the price will double. In 
the case of meat products, by the way, their sales have at 
least not declined. The situation is less favorable with 
other commodities. 


Let us take clothing, underwear and cloth. The average 
prices for purchases in this commodity group rose by 10 
percent in the past year. If exactly as many goods were 
sold as a year earlier, receipts would also have increased 
by 10 percent. But they increased by only 4 percent. 
‘ Accordingly, the sale of clothing and underwear in pieces 
and of cloth in meters declined by about 6 percent over 
the year. Footwear increased in price by 8 percent, 
making it possible to increase receipts despite a reduc- 
tion of sales in kind by 4 percent. In 1988, 268,000 more 
refrigerators were produced than in 1990 but 313,000 
fewer were sold. These appliances were sold abroad, 
whereas domestically they raised the price and receipts 
increased. Sales of sugar, margarine, potatoes, fruits, 
cameras, motorcycles, passenger cars and lumber 
declined so much last year that it was not possible to 
cover the loss in receipts even through higher prices 
Overall three-fourths of the annual increase in the com- 
modity turnover is explained by a rise in average retail 
prices. 


What really increased on the store counters is vodka. In 
the affirmation of the budget for 1988, they planned to 
reduce receipts from the sale of distilled spirits by 11.5 
billion rubles. In fact, they increased by 3 billion rubles 
In the first quarter of the current year, to the glory of the 
budget that was not yet dry, the sale of vodka increased 
by a factor of almost 1.4! Sometime, probably, economic 
historians will include a description of this ingenious 
maneuver in their readers. Under the pretext of the 
campaign against drunkenness, they doubled the price 
for vodka and simultaneously reduced sales of spirits. 
Incredible lines “‘ormed and speculation took on unprec- 
ented proportions. When discontent reached a peak, the 
authorities met the legitimate interests of the broad 
masses of drinkers: they say that there has been enough 
humiliation of the Soviet individual through lines. You 
and I are delighted: go ahead and drink—I do not care to. 
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The financiers are delighted: treasury receipts from 
vodka will double in comparison with those prior to the 
increased prices. We are already easily in first place 
among 28 developed countries in the consumption of 
strong beverages. Expenditures for them consume 13 
percent of the family budget, compared with !.5 percent 
in the United States, for example. In the final analysis, 
the campaign against drunkkenness amounted to a 
smaller consumption of hors d’oeuvres. I am not going to 
assert that everything was planned this way but in the 
economy, after all, it is not intentions but results that 
count. 


As we see, unhealthy factors were the source of the 
record increase in the commodity turnover in 1988: the 
selling off of stocks, galloping prices and the inebriation 
of customers. But not even through these severe mea- 
Sures was It possible to pump out the money issued to the 
population. Stull another record was set. In the 1970's, 
deposits in savings banks increased by an average of 11 
billion rubles annually. In the first half of the 1980's, the 
annual increase was 13 billion and then deposits really 
took off: last year alone they increased by 30.6 billion. 
Let us again try to analyze these figures. It is useful to 
approach an economic phenomenon like an unknown 
person: we take a good look at him, favorably or, if that 
does not work, unfavorably. It may be that ii is not a bad 
thing that savings are increasing. just as they sing in the 
advertisement: I accumulated a pile of money, did I buy 
up everything needed? No, 1t does noi work that way no 
matter how much we want. 


What is behind the deposits? In 1960, 10.9 billion rubles 
were in savings books, whereas commodity stocks in 
trade were evaluated at 24.5 billion. If depositors had 
suddenly put their savings into circulation, there not 
only would have been enough goods for all but there 
would have been a choice. A decade later total deposits 
and the value of stocks were equal, that is, they were 
supplied but just once. At the end of last year, deposits 
increased to almost 300 billion, whereas commodity 
stocks declined to 81 billion rubles. It is not difficult to 
alculate that only a little more than one-fourth of the 
considered savings are covered by some kind of goods: 
ihe other three-fourths are supported by the honorable 
and noble word of the state and nothing else.’ 


Thus, the annual increase in monetary incomes was large 
enough for two records at the same time: to pay for an 
unprecedented fictitious increase in the commodity 
turnover and for an unprecedented increase in empty 
deposits to savings banks. This same amount of money 
had to be printed so that there would be enough for 
everything. The rate of emission is almost unimaginable: 
twice as much paper money was issued in 1988 as in 
1987 and four times as much as they printed on the 
average in the last five-year plan. Such a deterioration of 
the ruble has not been observed since wariime. 


A new wave of money has now come down on the 
consumer market. Last year the average monthly wage of 
workers and employees increased from 203 to 217 
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rubles, which, as already mentioned, was not supported 
by an increase in the volume of goods. In the first quarter 
of the current year, the average wage jumped to 234 
rubles. It is growing 10.4 times faster than foreseen by 
the plan for the year, whereas the wages of kolkhoz 
workers is increasing 5 times faster. !t is understandable 
that the average figures are just that. The situation is 
worst of all for salaried persons, pensioners and other 
people with a fixed income: there 1s almost no increase in 
their money and the purchasing power of the ruble is 
diminishing. 


All signs indicate that the previous records will be 
exceeded by far: even if the processes do not accelerate, 
the commodity turnover will grow fictitiously by a 
minimum of 31 billion rubles and deposits in savings 
banks will increase by 43 billion. “‘The uncontrollable 
increase in the incomes of the population is continuing. 
We again had to resort to the emission of money,” 
declared the minister of finances sadly. 


5 


~ 


Retail prices increased by 8 percent last year. Some 
American Sovietologists raise that figure to 15-20 per- 
cent. It is unpleasant, what can you say, but this is not 
the main prcblem. After all, there are countries where 
inflation is measured in tens of percent and they get 
along all mght. Here the inflationary processes have 
taken on the most threatening form. The stores are 
catastrophically empty and frequently goods cannot be 
bought at any pre-e 


We have everything at stake. The bony hand of com- 
modity hunger is fully capable of strangling perestroyka 
and with it our hopes for a better lot. It is not some 
incorrigible reactionary but everyday life itself that is 
Suggesting to us clearly: you wanted perestroyka? Go 
ahead and eat it from empty store counters with spoons 
of the size that they will be under full communism. 
Learned people also cannot fail to notice the link 
between the reforms in the economy and the commod- 
ity-money imbalance. Hence the idea: if the previous 
conditions of management with all their shortcomings 
did not produce siich consequences, then should we not 
return to them? For a time, of course, for a time! In this 
connection, ou. leading economist L. Abalkin worked 
out a detailed plan: set aside the economic reforms for 3 
or 4 years and during this time get hold of the situation 
and normalize finances through extraordinary measures 
and then, under favorable conditions, gradually improve 
the economic mechanism, with the intention of con- 
cluding this work by about the year 2000. In the news- 
paper PRAVITELSTVENNYY VESTNIK (No 3, 1989), 
the academician writes: “The situation impels us to turn 
back to the command system.” 


The idea made ‘he rounds. Another academician, V. 
Seminikhin, heaping praise on his colleague, develops 
his thought: “In the transition stage, under the condi- 
tions of unbalanced industry in the economy as a whole, 
it is possible to straighten up the economy in a very short 
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time only through the centralized planning of a list of 
products but not arbitrarily and, of course, not in the 
‘Stalinist’ and not in the ‘Brezhnev’ interpretation....” 
The author proposes planning not only production of 
final outpu: under state orders but also “delivenes of all 
products and materials necessary for its production.” 
Here it is appropriate to speak not of a return to the 
command-administrative system but of its further deep- 
ening and of making it universal. It is precisely in this 
spirit that important directives have been adopted in 
recent months (they will be discussed later). 


The question is whether the command system 1s capable 
of stablizing the situation in the economy and of 
resolving the most urgent task today, that of normalizing 
finances? Let us not guess but turm to history. As strange 
as it may seem the answer to these questions will be 
positive. The current planning administration basically 
developed in the 1930's. At that time, there were two 
opposing tendencies in operation in the consumer 
market: ihe situation with respect to the money volume 
had to develop in one direction and that of the volume of 
goods in the opposite direction. It was the period of 
industrialization. As is clear from the word itself, 
industry developed in an accelerated high-priority 
manner and the resources for it were taken from agricul- 
ture. In industry itself, the emphasis was on heavy 
industry to the detriment of branches working directly 
for man. As a result, in the total volume of production 
there was an abrupt decline in the share of consumer 
goods and fewer and fewer of the most important com- 
modities were produced. The consumer market lan- 
guished. 


And what was happening with money during that time? 
Tens of millions of people were shifted from agriculture 
to industry, construction and transportation. [he 
number of workers and employees doubled between 
1929 and 1932. These people began to live on wages. The 
volume of cash had to increase many times over. The 
consequences are well known: a price spiral, lines and the 
rationing of consumption. All of this happened but the 
inflationary processes were not as catastrophic as should 
have been expected. The financial system simply had to 
collapse, just as it fell apart in the period of “war 
communism” (when the volume of money was measured 
in quadrillions and millions of notes were printed on 
little better than packing paper). Historians long ago 
noticed the similarity of the economic models of “‘war 
communism” and the 1930's. In one case, however, the 
financial collapse took place and in the other it did not. 
The difference is fundamental: the collapse of finances 
always means the ruin of the economy as well, since the 
state of the monetary turnover accurately reflects the 
state of the economy. Still, the financial system of the 
period of industrialization held up to the test 


This phenomenon needs to be explained. The finances 
and therefore the economy were saved by a very great 
discovery of the regime: the poverty of the masses can be 
a source of the might of the state. Just as per-capita 
consumption can conceivably be raised either through 
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an increase in the necessities of life or through a reduc- 
tion of the number of souls, it is not mandatory to 
expand the production of goods to have commodity- 
money balance. We can achieve the same objective 
without putting money into people’s hands. 


The state practiced unpaid labor extensively. In i's 
classic form, it is camps. Prisoners in camps doubtiess 
made up the majority of builders and goldminers and a 
large share of coal miners and lumberjacks.... They did 
not receive a wage and thus did not present it for 
provision with goods. There were, of course, outlays for 
them but the reproduction of manpower was less expen- 
sive because it was not necessary to keep them in a 
normal condition—it was sufficient to exhaust the 
resources of the human organism given by nature. When 
the bodily reserves were at an end, the outlays of the 
treasury for the upkeep of the :ndividuai naturally also 
ceased. To replace those who left for a better world, new 
special contingents arrived under the rules of the 
extended reproduction of manpower. 


At that time, rural inhabitants made up more than 
two-thirds of the population. Working on kolkhozes “for 
sticks,” the rural workers also essentially received no 
money. They were allowed to feed themselves through 
labor on private plots in their free time. Furthermore, to 


pay money taxes, the peasants were forced to sell part of 


the output of the private plots at markets. They siphoned 
off a considerable portion of the wages of city dwellers 
and turned it over to the treasury. Thus, the huge 
majority of the country’s populaiion (peasants plus pris 
oners) did not have the effrontery to put pressure on the 
consumer market through money income for the basic 
reason that they had nothing with which to apply that 
pressure. This is why the financial system held up to the 
severe test. 


It follows from our analysis, by the way, that commod- 
ity-monetary balance alone is not necessarily a good 
thing for the individual. Today it does not exist and yet 
we live better than before the war, when goods and 
money were more or less in equilibrium. 


If these humaniiarian considerations are translated into 
financial and economic categories, then this will be the 
picture. The national income created in the sphere ot 
physical production includes wages and, in a manner of 
speaking, an add-on (profit and rent). It has been noted 
that yn most countries the share of wages is quite stable 
and ranges between 60 and 80 percent of total income. 
So it was here as well before the beginning of the 
accelerated industnialization. In industry in 1928. for 
example, wages amounted to more than 58 percent of the 
total natione! income produced in industry. Subse- 
quently this share declined and by the close of the Stalin 
era, in 1950, it had fallen to 33.4 percent. In other words 
a person labored only one-third of his working time 
directly for himself. In that same period, just like peb- 
bled leather, the share of consumer goods in the total 
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volume of production shrank. The processes balanced 
each other out, which also guaranteed a relative stability 
of the monetary system. 


Ot course the situation was not the same for 60 consec- 
utive years. There were ups and downs—tfrom a collapse 
of the monetary turnover in the wartime years (with 1s 
quite easily explained) to a perceptible improvement of 
finances (the 1950's were the best penod in this connec- 
tion). But the general trends were maintained right up to 
the current coliapse of the market. Thus, historical! 
experience teaches: yes, the command systcm 1s capable 
of maintaining stable finances and 1s capable of pre- 
venting a gap between the monetary and commodity 
volumes but exclusively through the directive planning 
of an impoverished standard of living. When it prevails 
the inevitable extreme inefficiency of the economy does 
not greatly hinder the achievement of the ambitious 
goals of the state and its c aims to world leadership for 
the reason that 1t has been possible (at least until 
recently) to compensate for what was wasted in poor 
Management through a reduction of the share of the 
working people in the produced output. 


To be sure, we are told that it is true that the mone\ 
income of the population ts still not high but the pnces 
tor necessary goods are maintained at a low level thanks 
to state subsidies. Such a category of expenditures is 
practically nonexistent in the treasury ot developed 
countries and products, for example, are more expensiv: 
there than they are here. But what, in general, does 
expensive Or inexpensive mean? Compared with what’ 
In a political economic sense, it is one and the same thing 
to say that wages are low or prices are high. The honest 
way to determine low or high costs 1s to count how long 
one has to work to buy some commodity or other (if, of 
course, it 1s for sale). Using such a measure, meat costs 
our worker 10-12 times as much as an American, poultry 
18-20 times as much, butter 7, eggs 10-15, bread 2-8 
times as much, etc. Even payment for equivalent housing 
is much higher here 


There is also the following superstition: true, a person 
labors for himself ony one-third of his working time but 
this does not say anything, for quite a large share of what 
iS taken away is retu. ied to the working people through 
public consumption funds. But here they are far larger 
than in other countries—remember the free education 
health care, pensions and other privileges. But the econ 
omist A. Zaychenko recently published these estimates 
in the United States and most countries of Western 
Europe, a larger share of national income than here goes 
to public consumption funds. Note, share. The absolute 
sums are simply incomparable. Thus, America, with a 
smaller population, expended $178.6 billion dollars for 
education in 1985 and we spent 37.9 billion rubles. For 
health care, the figures were 174.8 and 20, respectively 
and for social security and insurance they were 458.3 and 
61.1, respectively 


Such 1s the practice in a command economy. Those who 
are calling for us to return to it for the sake of the 
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normalizavion of finances are essentially proposing that 
the collapse be prevented at the expense olf the working 
people, for the planned system has known no other 
means, does not and will not Know any. And even if one 
supposes that the current difficulties are the result of 
renouncing it, there is sull no salvation in the past, In all 
probability, we somehow have not tully renounced the 
old ways and in the very process ol perestroyka we did 
something wrong and made some tatal mistakes, These 
mistakes must be found without tail and then, having 
corrected them, it will be possible to move forward and 
not backward. But here [| must return to the beginning of 
perestroyka 


In April 1985, new people took over the leadership of the 
country. They knew the sore points of the economy ¢ nd 
in contrast to their predecessors, told of the true situa 
ion frankly and honestly. Let us appreciate their 
courage. It was a more difficult matter to come up with 
a positive program, with an answer to the age-old ques 
tion: What should be done? Initially perestroyka did not 
put forward any fundamentally new constructive ideas. | 
vould call st: 
romanticism 


initial stage a period of technological 


(he course of thinking was simple. We lagged behind in 
crentific-technical progress. Revolutions in this sphere 
are coming in wave after wave. In developed countries 
the greater part of fixed production capital is renewed 
very / to 10 years. They squeeze everything out ol 
technology, transform it and establish a new generation 
of equipment. We do this every 20 to 25 years, whereby 
the new technology often differs little from the old. One 
cannot obtain up-to-date output from such equipment 
Therefore, the key question is the reequipment of the 
national economy 


The baseness of life. however. consisted in the fact that 
there could be no thought of reequipping all branches in 
a short time, in 5 vears or so. That branch of indust: 


that provides the implements of that 1s, machine 
building, had a rather wreiched existence. It was there 
fore decided to dedicate an entire five-yeat! plan to the 


reequipment and acceicrated devel pment of machine 
building so that in subsequent periods this renewed and 
strengthened branch can provide the national economy) 
with sufficient up-to-date equipment. “In short, the task 
of uplifting Soviet machine building 1s a main director 
in our development and it must be pursued tirmly now 
and in the future,” declared M.S. Gorbache Jur 
1985 


Quite broad plans were adopted in this sense. It was 
necessary to press an entire epoch of development of 
domestic machine butlding into a short stretch of time 
But it is not ust a matier of Quantity: they proposed that! 
in 1990 90 percent of the output produced by the branch 
must meet world standards. With respect to productivity 
and reliability, al! of the newly assimilated equipment 
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nust exceed th en produced by a factor ot 1,5 


lo 2. World practice has not known such breakthroughs 


Butthisas by no means all. Atthe June (1986) Plenum of 
the C PSI ntral Committee, M.S. Gorbachev outlined 
We have recently undertaken signifi- 
In key Questions in the development of the 
economy. | have in mind the decrees on the fundamental 

and the turther application 
The report of 
No. Ryzhkov at the 27th Congress states particular 
attention will be paid to the 1uel and energy complex.” 
Bul there is still the agrarian sector, forestry, transport— 


the work ahead 


ant measures 


' 
CCONSTTUCTION OF Ine thud 


‘ _ 
{t chemicals in the national economy 


and yihing S uryent 
Colossal sums ol mo were led for this program 
“Where can we 5 then pond d M.S. Gorbachev at 


the imposing meeting in June 1985. “The basic answer ts 


this: the planned measures to accelerate sclentfic- 
technical progress must pay tor themselves. They are 
Ly immed Out to. aise labor productivity and hence to 
ecelerate th growth of national income. But this 
requires a certain amount of time and the means are 
veeded at once. Here there 1s no getting around maneu- 
ering with i Ure centrating them in key direc- 
ion Thi lecided (o nearly double capital invest- 


ments in machine building and their total sum in the 
entire national economy was set at a trillion rubles. To 
each (his Tipure, il Was necessary to resort to an extreme 
of savings in utilized 


ional income, re ig the share of consumption 


reasult to ine ase t! 1OW Snare 


It was a major decision but in general it was rather 
vay of thinking was 
my official 


ustomary tor u nd the entire 
traditional. For more than three decade 
osition, T have served how our economic plans arise 
modest capacity aS a 
is being repeated in the 
\uthoritative 
vardness in key 


and Lion in th nscussion in m 


CWspapermal [ OT 
preparauon eat Kt diy Cu pian 
yiann . ale ISLCTIN dur Dae 
branches th onomy and are drawing what would 
‘mm to be a 10of! onctusion ve whi dDecome a 
nissiles: let us 

it more and 

i pniorty branch 
<i and then, in 
have excellent 


ich up wilh f? Teas intries if 
int pel 
ime lf WINS \ ¢ nls _ v ¢ Witi 


opportunities to raise the standard of living. Thatis how 


it went. But onl, the priorities were changed. At first it 
was thought that the m thing is to catch up with and 
surpass everyon r duction of metal 
ind \ d that and still the 


conom hack d hen N kK hrushchev accused 


he planr f C| rs and of not seeing 
he | hat noone nm world 1s any longer measuring 
the | tf developn by the production oi metal— 
hemi re the sta! d. So us apply chemicals 
Bul now, ite turns out achine building 1s given prior- 
t\ > pull us he mud and make us 
pri s in the best t ittions of the old times, in other 

rds, the new leader p isolated a key link and by 
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seizing 1t one 1s Supposed to be able to pull the national 
economy out of the swamp of stagnation 


We economists, of course, immediately appreciated the 
scope and incredible complexity of the adopted program. 
Well, let us suppose that we tighten our belts another 
hole and thereby scrape up a trillion rubles in capital 
investments for the 5 years, as indicated 1n the plan. It 1s 
an astronomical sum but 1s it enough to finance the 
project plans? Yes, formally it 1s 19 percent more than 
we expended in the previous five-year plan. But esti- 
mates by various economists gave approximately the 
same tigure: the cost of production will increase by more 
than 5 percent annually, or about 30 percent over the 5 
years. Thus, the purchasing power of the mentioned 
trillion rubles will noi exceed the sum spent in the 
preceding 5 years, whereas the plans are more grandiose 
It will therefore not be possible to finance many projects 
(let us not forget that when they allocate funds for some 
objective, they are not dividing up money but those 
manpower resources, materials and equipment that are 
only symbolically represented by rubles). So in dis- 
cussing the draft of the five-year plan, we and the 
well-known economist G. Khanin were able to warn 
through the newspaper that what cost a million rubles to 
build a quarter century ago now requires 3 million and 
this is not considered in the plans. Untortunately, they 
did not listen to us at that time. Thus, future financial 
imbalances were built into the very fabric of the plan. 


The positive program put torward by the new leadership 
was traditional in still another respect. The question 1s: 
What force will make the worker carry out exceptionally 
intensive project plans? In June 1985, M.S. Gorbachev 
responded to this complex question in this way: “...the 
primary aim today is to do everything possible to bring 
about a turnaround in the minds and attitudes of per- 
sonnel from the top to the bottom, having concentrated 
their attention on the most important thing— 
scientific-technical progress. The primary thing that the 
existing situation is dictating to us communists 15 to be 
more and more demanding.”’ What is new about this? 
We injudicious people do not, of course, understand 
what 1s good for us. We would like a thicker cabbage 
soup but the interests of the country imperiously dictate 
a different priority. The chiefs clarified this for us. It 
they are more resolute and stricter in their demands, we 
will do everything as we are supposed to. 


This attractive program would have gone into hisiory as 
the next doomed attempt to rush out of backwardness all 
at once if 1t were not for one circumstance: the politica! 


Situation in the country has changed. The conditions of 


glasnost made it possible to discuss the proposed project 
and to put forward an alternative version. Its essence 1s 
this: man 1s not born to produce a !ot of good machines 
Meanwhile, the domestic economy ts 1n principle not 
capable of working for man—it serves itself and that is 
all. This peculiarity of it is apparent from a dynamic 
series of figures from industry. In 1928, 60.5 percent of 
the entire industrial output was composed of consumer 
goods and only 39.5 percent means of production, that 
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is, everything that is “inedible.” It can be said that the 
rauio 1s normal, almost classical, according to world 
standards. In 1940, these figures were reversed: 39 
percent of industrial production represented consuiner 
goods and 61 percent means of production. Such a strict 
proportion could be justified by the special features of 
the moment: the country stood on the threshold of war. 
As time went on, however, the share of the consumer 
sector declined. By 1985, less than one-fourth of indus- 
trial Output was made up of goods for the people and 
more than three-fourths was “inedible.” 


Under these conditions, the proclaimed acceleration of 
development lost its meaning. Yes, the increases in 
national income during the years of stagnation even fell 
to 2 to 3 percent, according to official calculations. It was 
decided to inc’ -ase them to 5 to 6 percent or higher. But 
what will be behind the figures for the increase? Again 
metal, tanks, missiles, tractors and machine tools? We 
already have plenty of these goods as it 1s. And you and 
I will gain little from the acceleration. The great plans 
were hanging in the air. For it was not only by virtue of 
the traditional thinking that “higher and higher 
demands” were proclaimed as the instrument for the 
realization of he five-year plan. There was no other way: 
under the existing self-destructive structure of the 
economy, it was impossible to pul into effect economic 
Or monetary incentives—how do you propose to stimu- 
late people? Worse than that, the new plans with the 
priority of machine building predetermined a further 
contraction of the consumer sector and therefore of the 
possibilities for stimulating workers. But regardless of 
the wishes of planners, there 1s an objective need for 
more vigorous administrative pressure on people, for the 
new authority had no other means of influence. Perhap: 
they could again cal! for enthusiasm but by that time 
they had used up this fuel almost to the last drop. 


So there arose a competing action alternative that 
opposed the official program in its main points. Above 
al] 1t was proposed that priority be given not to machine 
butlding but to the consumer sector of the economy. In 
other words, turn the economy awa: from self-service to 
the individual and his needs. This objective can concei\ 

ably be achieved only by reorganizing the structure of the 
society in favor of the production of consumer goods and 
this takes time. During a time of structural change, the 
rate of development will inevitably slow and may even 
become negative. Well the heck with the rate of growth 
It is not the source of happiness. 


This time we were heard, at least in part. In the course of 
the five-year plan, the consumer sector was at least 
conceptually acknowledged to be preterable along with 
machine building. Common sense tells us that to impose 
two priorities at the same time on an economy in deep 
crisis ts a little too much. It was already overheated 
especially in the investment sector. But the scheme was 
very encouraging. Two things did line up rather well 
When machine building begins to provide up-to-date 
equipment, with its help every worker will be able to 
produce more output. But now he will also be interested 
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in having something to buy with his good wages, since 
the production of consumer goods 1s also allowed to 
increase. 


At first glance events did develop that way, gaining some 
inertia of movement. Whereas in the years 1986-1987 
the national income increased by 21 billion rubles, it 
grew by 25 billion in 1988 alone. It would seem that 
there should have been enough money for everything— 
for a huge program to develop machine building and for 
an increase in the production of consumer goods as well 
as for other needs. The country’s total income increased 
by 4.4 percent in 1988. We have not known such a rate 
for a long time. So can it be that the concept of 
acceleration is not absurd after all? Is it possible that the 
great changes lead to the collapse of the economy in 
China or elsewhere but that things are different here? 
Perhaps the planning system has finally revealed its 
strengths? Here are the figures... 


Let us check them utilizing new analytical techniques. 


Not so long ago, the economist G. Khanin and I used © 


these methods to recalculate the rates of economic 
development over a long period. It turned out that from 
1928 through 1985 national income increased by a factor 
of 7 rather than 86, as official statistics assert. After we 
published the calculations, the workers of the State 
Committee for Statistics and committee chairman M. 


Korolev in person disputed our figures and insisted on. 


their own. Although the methods of the calculation have 
been published in scientific publications, our opponents 
miss NO Opportunity to accuse us of keeping them secret. 
Here I will name one of the methods and let the reader 
decide for himself how reliable it is. And then let him 
assess what is happening in today’s economy. 


There are stable relationships between statistical magni- 
tudes. It 1s not even mandatory to understand them but 
it is enough to note them. Then, using a figure that is 
certainly correct, we can easily specify another figure 
that we doubt for some reason. I will explain through an 
example. We produced 5 billion kilowatt-hours of elec- 
tric power in 1928 and 308 times that much in 1985. The 
metering of the electricity is done strictly and mistakes 
are out of the question. In that same period, according to 
official statistics, national income increased by a factor 
of 86. Economists never doubted this figure. But what 
was the real figure? There 1s no reed to guess. Let us take 
the United States for an analogy. In 1902, power workers 
there started from about the same base (6 billion kilo- 
watt-hours). By 1972, the production of electricity had 
increased by that same factor of 308. In comparable 
accounting, the national income in the United States 
increased by a factor of 7. It is quite improbable that 
with an identical increase in the production of electricity 
in approximately the same range their income increased 
by a factor of 7 and ours by a factor of 86. It is reasonable 
to suppose that it increased by a factor of 7 here as well. 


It is not difficuli, by the way, to note that under the 
official means of accounting and under our method the 
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national income increases more slowly than the produc- 
tion of electric power. The relationships between these 
values are not, of course, strictly constant. In the United 
States, for example, in response to the worldwide energy 
crisis, there has been a shift in the last decade in the 
direction of less energy-intensive production systems 
and the result is that the rates of increase of income and 
of the production of electricity came closer together. 
Something unexplainable happened here, according to 
estimates. In 1987, the production of electric power rose 
4.1 percent and naiional income increased by 2.3 per- 
cent. In general, that is the norma! and usual relation- 
ship. But suddenly in the next year, 1988, these values 
changed places: electric power increased by 2 percent 
and income by 4.4 percent. Such jumps have not been 
observed even in economies that are much less inert than 
ours. 


There are no miracles. The reported increase in income 
is clearly overstated. A check through other means 
affirms: in 1988, we most likely “stood sul.” There was 
neither an increase nor a loss in national income. 
Reports showed that it increased from 600 to 625 billion 
rubles. What kind of increase is this? It is nothing, for 
there are no real consumer values behind it, no real 
products. In essence, we produced an exaggerated figure 
and no more than that. 


Let us try to explain the genesis of this statistical 
phantom. 


4 


The history of perestroyka in the economy still boils 
down to the slow advancement of thought from techno- 
logical romanticism t6 the’ idea of market commodity 
production. It seems to me that the reformers tnem- 
selves, having declared the revolutionary nature of the 
changes, have not yet fully realized how radical this 
revolution from above must be. Let us consider the new 
postulates that were proclaimed apparently so inno- 
cently. 


Our implements of production are obsolete, the structure 
of the branches is abnormal, and the quality of man- 
power is low. In other words, the society's productive 
forces do not suit us and it 1s planned to transform them. 
It has repeatedly been stressed that the production 
relations are not of any use. They paralyze the develop- 
ment of productive forces. Finally, we do not have the 
kind of state that is needed. It 1s necessary to create a 
new one, a law-governed state. According to theory, 
however, productive forces in harmony with production 
relations form a means of production, whereas produc- 
tion relations (the base) along with the state and other 
superstructures constitute the socioeconomic formation 
or, what amounts to the same thing, the social order. It 
turns out that we have to change the means of produc- 
tion and the social order—no more and no less than that. 
This has not been declared but it follows from the 
theories to which the reformers adhere. 
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But what should be exchanged for what? We cannot 
proceed as they do in the army: without looking. The 
scientist and public figure Yu. Afanasyev recently ated 
the opinion in the press that what we have built is not 
socialism; it must yet be established in the future. In this 
case, the goal of the society and the prospects for 
development are comprehensible: from nonsocialism to 
socialism. But what have we built in seven decades? Can 
it be that we, like Pushkin’s empress, engendered not a 
little mouse and not a frog but an unknown little beast? 
QO. Latsis and other scientists vigorously objected: no, 
despite all the distortions and negative layers, our social 
order remained socialistic. If that is so, then what do you 
recommend we exchange it for? For it is unequivocally 
prescribed that no one is permitted to retreat from 
socialist ideals. Then there can be no talk of revolu- 
tionary reforms, it being sufficient to improve the cur- 
rent system. 


In fact, production relations are the basis of the society. 
And they are property relations or, more simply put, to 
whom the means of production belong or do not belong. 
The main argument in favor of the opinion that what has 
been built here is nothing other than socialism is pre- 
cisely this: the means of production are not private but 
public, even still state property. So however you twist it 
and whatever reservations you make, the establishment 
of individual farms on the land (or, using the delicate 
expression in vogue here, family farms), the institution 
of stock ownership and other radical reforms in this 
spirit would mean a departure from the basic founda- 
tions of the society—a forced departure justified by 
circumstances but still a departure, something like a 
respite on the way to a communist paradise, where 
ownership, the production of commodities and mone- 
tary interests are definitely not foreseen. 


The theoreticians quickly changed the direction of the 
discussion, obviously sensing the undesirable funda- 
mental conclusions to which it can lead. The society 
would not accept these conclusions. They are too radical 
for some and resolute voices have been heard for less 
reason: “I cannot renounce my principles.” Others, 
including your humble servant, are more afraid of the 
new wave of theoreticians than of the conservatives but 
for a different reason—seven decades crumpled, crushed 
and trampled the country and pushed it into paradise but 
now liberal thinkers are declaring: it was not pushed 
properly and we—they say—will show how this must be 
done right and we will establish the desired system with 
a human face. The question is whether they will show us 
another Kuzma’s mother? 


And while the thinkers argued, life demanded urgent 
actions. Everyone brings to mind the laws passed despite 
the desperate opposition of the administrative appa- 
ratus. These acts proclaimed new economic rules: the 
formation of plant plans based on customer orders, the 
transition to wholesale trade in the means of production, 
self-financing, a certain freedom in pricing and, finally, 
independence in the utilization of income remaining 
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after settlement with the treasury. For the sake of clarity, 
let us examine these rules using the example of one small 
branch. 


Our country produces |4 times as many grain-harvesting 
combines as the United States. There are as many 
defective machines as American industry 1s capable of 
producing in 70 years. It is clear that our production of 
this machinery is excessive. In accordance with the new 
rules, we should proceed as follows: well, comrades from 
the Rostov Plant for Agricultural Machine Building 
{Rostselmash] and from the plant in Krasnoyarsk, scurry 
around the country with hat in hand and collect real 
orders from farms prepared to pay for your output with 
their own money (precisely their own, for once there is 
self-financing there will be no money from the treasury 
for these purposes). It appears that the enterprises would 
not come up with even one-fourth of the current produc- 
tion program. 


What should they do to feed themselves? This is no 
concern of the state. The economy is not social security. 
We cannot issue a directive but only good advice. In the 
last 3 years, the population has been given more than 4 
million garden plots. Try to produce mini-tractors. If 
they are of decent quality and not too expensive, they 
will probably sell like hotcakes. If this does not work, try 
something else. In the final analysis, we have an insa- 
tiable market and a colossal unsatisfied demand for 
practically all commodities. One would have to be an 
idiot to suffer from a lack of orders! 


In such a situation, let the one who works well earn 
much. The wages are automatically supported by real 
goods paid for by the buyer. Is this not quite simple? It 
depends upon how you look at it. Today there are tens of 
thousands of people employed at Rostselmash. Some 20 
enterprises in different rayons are working for it. But 
imagine that the people arrive at their shift and are told: 
go home, there will be no work today, for there are no 
orders, and do not bother to come for your pay. But that 
would not mean anything if after such words the working 
people would put their board of directors on wheelbar- 
rows and take them beyond the plant gates. I fear that on 
the way they will destroy more important institutions. It 
is generally thought that the collectives of the enterprises 
are eager for independence and here the administrative 
apparatus Is usurping rights for its own benefit. Forget it, 
not many benefit from independence. This is a cruel and 
pitiless business. It guarantees prosperity and a worthy 
life only to those who are skillful and industrious. It 
teaches the rest to be sensible and reasonable. 


Are those same combine builders having a hard time 
today? They reach out with one hand and are given th: 
plan and state orders. The state buys everything, 1: 
allocates loans to the kolkhozes to pay for machinery, 
then writes off the debt and everything is fine. They 
reach out with the other hand and receive funds under 
the plan for output that is needed in production. If they 
provide too little of something from the funds, they are 
not taken to account for the plan. And it is a difficult and 
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risky matter to look for commodities in the wholesale 
market and to set up ties with suppliers. 


In life there are no radical—especially revolutionary— 
changes that would not infringe on someone's interests. 
The very first and relatively simple new rule, namely the 
correlation of plant programs with customer orders, 
deprived those who plan and many of those fulfill plans 
badly or well of an easy living and, let us be frank, a piece 
of bread. And the reformers retreated. No, formally the 
proclaimed principles were not abolished but in practice 
they are continuing to plan production through direc- 
lives from above. 


But the reform was not totally reyected. One extremely 
important rule remains in effect: the enterprises have the 
right to increase money payments to workers if the value 
volume of production increases. They give them a cer- 
tain standard—let us suppose that 30 kopecks out of 
every ruble of commodity output goes to the wage fund. 
The more the output, the more money accumulates 
under this standard for distribution. It is not important 
whether the customer needs the products or not: once 
they are manufactured under the plan, payment is guar- 
anteed. The incentive funds are also linked to the value 
volumes of production, whereby profit serves as the 
source of accumulation of these funds. The obvious 
interest of the enterprises is to inflate production in 
rubles and to increase profit. 


How should this be done? If the directive plans are 
maintained, the enterprise is essentially forbidden to 
seek more advantageous orders—do what they tell you. 
Under these conditions, the easiest and most practicable 
way to prosperity is to raise the prices for products. Then 
all the problems are resolved at once. For the volume of 
production is the price multiplied by the number of 
items and profit is the difference between price and 
production cost. In a market economy, the producer, of 
course, also strives to sell his commodity at a higher 
price but there 1s a natural limiter of price there—solvent 
demand. Our prices continue to be set by command. 
Experience shows that it is not at all difficult to get 
around the decreed figure. It 1s sufficient, for example, to 
apply the letter M (modernized) to the product. A 
kopeck’s worth of improvement and the price doubles. It 
is a simple matter to dupe the price bureaucrat. It 1s not 
even necessary to deceive him, for he is glad to deceive 
himself. But in this case under market pricing, the buyer 
would simply refuse to acquire the commodity and all 
the work would be in vain. 


et us continue the example with the combines. The 
“Don machines were sold just recently for 18,000 
rubles apiece and today they cost 56,000 rubles. And just 
imagine, if they differ, there has not yet been a case when 

combine was sent back to be remeited from the 
conveyor. Here 1s where the statistical record increases 
in the volumes of production and national income are 
coming from. The successes boiled down to price 
markups, which only depicted an increase in final 
product. 
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The contribution of enterprises to the produced national 
income of the country represents the sum of wages and 
profit. | have already spoken of the rapid tuicrease in 
wages. And what about profit? Last year it was planned 
to increase it by 6.2 percent in the national economy and 
according to reports it increased by 10.3 percent. A 
fantastic improvement of the efficiency of the economy, 
is it not? But in reality no one noticed this. Part of the 
profit was distributed to the workers of the enterprises in 
the form of payments from the economic incentive fund. 
According to the vlan, this fund was supposed to 
increase by 6.1 percent. It actually increased—who could 
anticipate such a thing—by 33.7 percent! 


The depreciation and lack of cash money in circulation 
reflect the fundamental fact that there was no increase in 
newly established value in the production sphere. The 
consumer market, where there was no increase 1n goods, 
was hit with a crushing wave of phantom prices. Here 1s 
the root of the evil. Our mistake was not that we 
undertook economic reforms. The reason for the col- 
lapse of the economy is'the Cirect opposite: we did not 
carry Out perestroyka in the economy. Of the entire 
package of reforms, we took and put into effect the 
simplest position: we hastened to give the enterprises the 
right to raise wages to the point of the introduction of the 
direct and unavoidable responsibility of the commodity 
producer to the customer. Not to the plan and not to the 
state with its orders but to his Majesty the consumer, 
who either recognizes the fruit of someone else’s labor 
through his hard-earned ruble or rejects the commodity, 
totally deprecating the efforts of the manufacturer. In 
other words, we tried to extract the best part of the 
market model (the one producing the most new value is 
the one who gets rich), having ingeniously rejected the 
less pleasant details of the rigorous but only effective 
commodity production. Meanwhile, one cannot utilize 
the benefits of the market economy without introducing 
it to the full extent. This 1s the misfortune. 


Why, however, 1s the sale of commodities declining in 
absolute terms? It would seem that the stagnation and 
crisis should have affected the consumer sector of the 
economy last of all—they gave solid priority to it along 
with machine building. They decided to invest more 
resources in the development of these branches and now, 
in the fourth year of the five-year plan, the result could 
have been felt already. Fven if there were no real 
increases in national income and even if there was no 
increase in total capital investments measured in con- 
stant prices, the priority branches still should have 
developed more rapidly than before because of the 
redistribution of the invested part of national income in 
their favor. And we had exceptional opportunities for 
this. The raw-materials branches consume about 60 
percent of all capital investments in industry. Naturally 
they planned to take investments away from them for the 
preferred branches. 
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Let us look at what structural changes actually took 
place. In the stagnant year 1970, they put 5.3 rubles out 
of every |UU in capital investments in the country into 
the development of the produci‘on of consumer goods 
(into group B of industry). As time went on, this already 
meager share further declined and amounted to only 4.4 
rubles in 1985. That is all that one could expect in the 
Brezhnev era. Rumor ascribes this immortal maxim to 
Leonid Ilyich Brezhnev: “The party made the decision to 
provide the Soviet individual with everything he needs 
and you, comrades, know this individual.” But other 
times came and other names came to prominence. So 
what? In the years 1986-1987, the share of group B 
declined from 4.4 to 4.1 rubles out of every 100. When I 
name this figure in conversations with foreign econo- 
mists, they always ask me back: Is this a mistake? No, 
that is how it 1s. 


This index had never fallen to such a low level. Even in 
the prewar year 1940, group B received 5.8 rubles out of 
every hundred in investments. It 1s a meager standard 
but if it were in effect now, they would have invested 
almost an additional 7 billion rubles in the years 1986- 
1987 in the expanded reproduction of consumer goods. 
With this money, one can build a plant for the produc- 
tion of a million passenger cars a year. Today’s capital 
investments are tomorrow’s capacities for the produc- 
tion of life’s necessities. Where can one get goods in such 
a distribution? As they say, they went for wool and came 
back shorn. 


In the meantime, what was happening with the other 
priority? After impassioned speeches, plans and decrees 
on the five-year plan for machine building, the share of 
this branch per hundred rubles of investments declined 
from 8.9 in 1985 to 4.6 rubles in 1988. A decrease almost 
by half? I do not care for exclamation points but here I 
would have three of them. And the most surprising thing 
is that despite such poverty machine building 1s breaking 
all records in the rate of growth of production. In 1988, 
it exceeded industry by a factor of 1.6. There is no 
enigma here: the rate 1s calculated in accordance with the 
increases in production in rubles and machine building 
is the record holder in blowing up wholesale prices. 
According to our calculations, the production of output 
in real terms (in the useful effect of the equipment) fell 
perceptibly. But there is another paradox: in general, a 
shortage of machinery was not felt. On the contrary, it 
was necessary to force consumers to take tractors, robots, 
combines, machine tools with numeric program control 
and many other things. There are reserves of unused 
equipment valued at more than 14 billion rubles. As you 
see, we are not short of equipment but of good sense. 


If the share of machine building and the consumer sector 
in investments declined, then whose share increased? To 
whose benefit were resources redistributed? Again to the 
benefit of the raw-material branches. In 1985, the fuel 
and energy complex alone consumed 14.7 rubles out of 
every 100 invested. This share continued to increase and 
reached 21 rubles. In 1988, something happened that 
was beyond the limits of human understanding: the 
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mentioned complex expended 45.1 billion rubles on 
development, or 1.5 times as much as the year before. It 
ate 1t up and did not choke. Just the annual increase 1n 
investments (15 billion) was almost equal to all invest- 
ments in group Bin the first 2 years of the five-year plan. 


On the eve of the five-year plan, however, they negoti- 
ated seriously about something else: we long ago reached 
first place in the world in the extraction of fuel, the 
smelting of metal, the production of fertilizer and the 
felling of timber, so in the future we will noi accelerate 
the development of these branches; it is more reasonable 
to reduce the expenditure of raw material per unit of 
final output, especially since we have exceeded everyone 
in the wasting of resources. The official statistics indicate 
the success of this intention. Production in the raw- 
materials branches increased by about 2 percent in 1988, 
whereas, judging from the summary of the State Com- 
mittee for Statistics, national income increased much 
more significantly—by 4.4 percent. So we began to 
expend less of all kinds of goods per unit of final output 
(per ruble of income). 


The summary states: the materials-intensiveness of 
national income declined by !.5 percent, metal content 
by 3.1 percent and power content by 2.5 percent. The 
conclusion: “The process of the “ransition from the 
extensive to the intensive path of development contin- 
ued.”’ Under these conditions, only the stupidity of 
planners can explain the accelerated provision of the 
raw-materials branches with capital investments. 
Whereas, as we calculated, there was no increase in 
income but there actually were more raw materials 
produced (in contrast to value indices, natural 
accounting indices can be trusted), expenditures of goods 
per comparable ruble of national income increased and 
hence the national economy continued to develop in the 
extensive manner. The economy accelerated along a 
dead-end road and the waste of raw materials is com- 
pensated by increasing their production. 


The specialists from the State Committee for Statistics 
can refute us until they are blue in the face but, since we 
heat not with figures but with fossil fuels, it was neces- 
sary to increase their production despite the adealistic 
intentions and joyful reports. Last year the fuel plan was 
even overfulfilled by 39 million tons (in terms of stan- 
dard coal). This, it seems, is the only flourishing branch, 
if, of course, one does not count the production of paper 
money. And demands are increasing. This year they 
planned to produce 44 million tons of fuel beyond the 
target of the five-year plan. This exceeding of the orginal 
plan alone 1s equal to the 2-year increase in production 
that already took place. “‘And we hope,” boldly declared 
Gosplan Chairman Yu. Maslyukov, “that the fuel and 
energy complex can cope with these extremely difficult 
tasks.”’ (In general, meanwhile, one must hope in silence, 
in mental trepidation, and in the case at hand there was 
a straightforward reason to remain silent—in this same 
appearance, Yu. Maslyukov bragged about perceptible 
progress in the efficiency of public production. Then why 
these increases in fuel?) 
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It is clear that huge capital investments are again needed 
tor this increased program. The raw-materials complex 1s 
a true black hole capable of swallowing up all of the 
investment resources of the national economy. And 
since the country’s total income is growing only in the 
imagination of statisticians, ihe additional means for the 
development of raw-materials branches can be sought 
only by continuing to deprive other sectors of the 
economy, including the consumer sector. 


Here | am somehow tempted to use sarcasm: as you see, 
the rhetoric about the human factor is one thing and real 
investment policy is something quite different. With 
hand on heart, however, I cannot accuse the higher 
authorities of hanging noodles on their ears. No, they 
sincerely want to do good. But our economy got accus- 
tomed to moving six decades ago and, after it got on the 
track intended for it, it has crawled along by inertia 
where it wants to go but where we do not need it to be. 
Planners fuss with this amorphous colossus, prescribe 
new paths for it and outline the desired paths. In vain! 
You could have the same success in pushing aside a slow 
mudslide—your arms sink into the stickly mass to the 
elbows and that 1s all. 





If we are capable of learning anything in life, the most 
important lesson from the 4 years of perestroyka that we 
have experienced is the following: the adminstrative 
planning system is obsolete. It is not capable even of 
providing for a quantitative increase in production and 
this is a relatively simple task. By the size of our gross 
national product, we are at best in seventh place in the 
world. We are behind the United States, Japan, the FRG, 
France, England and Italy. Spain and Canada are 
breathing down our neck. In 1913, we were in fifth place 
in the world and now we have slipped to seventh, having 
sacrificed so many victims to the plan. As for our 
standard of living (according to the so-called consumer 
basket), we slipped to somewhere between 45th and 50th 
place in the world. The planning system is all the less 
capable of providing for structural changes in the 
national economy, the transition to intensive means of 
development, commodity-money balance and a worthy 
standard of living. We plan some proportions and end up 
with others. The only plans that work are those that 
ratify and approve the spontaneous economic processes 
developing, as a-rule, in a destructive direction. This is 
the illusion of administration—things would happen the 
same way even without the plan. 


Hence the conclusion that it 1s senseless to stimulate the 
fulfillment of the best and most progressive plan. The 
figures may indicate success but a more in-depth analysis 
will always reveal the opposite. The very word “‘stimu- 
lation” says a lot. As you know, a stimulus is the goad 
with which the ancient Greeks drove cattle. It 1s tacitly 
assumed that someone above will choose the path and 
will then use a whip or ginger bread to stimulate the 
pulling force of the economy, that is, the worker. Many 
perceive the economic methods of administration now 
in vogue this way: let us pay more to those who follow 
the plans strictly. In reality, these are pseudo-economic 
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methods. They are essentially called upon to supplement 
and hence to strengthen command administration. They 
are like a glass of vodka for the warriors storming the 
plan. 


A balanced national economy and normal proportions 
among the branches can be achieved only in the market 
model. The rejection of direciive planning, being the 
first step to the market, would immediately begin to 
normalize the situation. It there is no demand for 
machinery, itsproduction will automatically decline and 
the society will free itself of payment for useless labor 
and save meial, fuel and electricity. The legendary Min- 
istry of Land Reclamation and Water Resources spends 
12 billion rubles annually. Two million people live 
primarily by ruining mother earth. There is no need for 
prohibitions! Continue your dirty work, if you find 
customers prepared to pay for it with their own money. 
Under such a system, hundreds and thousands of sense- 
less projects would be discontinued, the planned realiza- 
tion of which is sucking all the juice out of the country. 
Again I say: it is a difficult decision, tens of millions of 
people would be deprived of their wages for a time. But 
then money will become scarce and not goods, which is 
an indispensable tondition and essentially synonymous 
with the normalization of finances. 


Expressed scientifically, the country needs a deflationary 
shock (deflation is the concept opposite inflation). It is 
not an easy matter to decide to do 1t. The command 
system trained people to be social dependents. Beginning 
in the first five-year plan, they introduced the planning 
of the wage and average wage funds. And this was the 
instrument through which the state systematically 
reduced the share of wages in produced national income. 
The worker had practically no way to increase his wages 
but in exchange the treasury did not allow those to die of 
hunger who should not have gone to work at all. Since 
then, we have become firmly convinced that the treasury 
is obliged to support us: whether I produce necessary or 
superfluous output, good-quality products or poorly 
camouflaged rejects—just give me my pay, otherwise 
what kind of socialism is it when there is no social 
protection? The retreat from such a rule would mean 
that authority is in conflict with large collectives orga- 
nized in the very process of production, which by order 
of that same authority have been assigned the task of 
producing unneeded goods that are not in demand. It is 
a dangerous opposition. It 1s much easier to start up a 
printing press and satisfy the demand for money. For 
each individual person, a wage increase 1s not completely 
empty and therefore through the emission of money it is 
possible to ease the dissatisfaction of specific collectives 
at the cost of reducing the purchasing power of the ruble 
for all those receiving income. With the release of the 
next bag of counterfeit money, the treasury, as it were, 
pinches away a piece of every ruble—whether accumu- 
lated in savings or issued on payday. The misfortune 
spread out over 200 million people receiving income as 
not as noticeable immediately as the removal of a 
particular collective from the state payroll. But the 
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disorderly emission observed since the spring of 1988 
demolished the consumer market in just a year and 1s 
completing this destruction today. 


Figure it yourselves. In 4 months of this year, the 
increase in nominal income of the population reached 20 
billion rubles. To pump this money out, it is necessary to 
offer for sale, let us say, 2 million passenger cars, which 
is equal to the annual program of three plants like the 
Volga Motor Vehicie Plant [VAZ]. If a VAZ 1s built very 
5 years, 15 years will be needed to provide goods for just 
the 4-month additional distribution of rubles to the 
population. But to supply goods for the presumable 
annual increase in incomes, we would almost have to 
equal America’s production of motor vehicles. Who 
believes in such miracles? 


There is no solution to the problem in the scope of the 
planning system. At the First Congress of People’s Dep- 
utles, we Commodity economists were accused of incu- 
bating ideas for yecrs and of coming up with nothing 
better than a return to the market economy. But an 
economist 1s not supposed to console the society for the 
sake of anyone—likeprescribing castor oil for tubercu- 
losis. His duty ts to give the economy a correct diagnosis 
and to prescribe a cure. Yes, a shortage of money, a 
deflationary shock and the refusal to maintain workers at 
the expense of the treasury are bitter medicine but v hat 
can you do when there is no other choice? 


I gave just a general outline, of course. While the 
enterprise 1s adapting to demand, it is necessary to pay 
people not yet producing a product. The state is by no 
means removed from the regulation of economic propor- 
tions but, on the contrary, uses primarily indirect 
methods to direct the economy in the desired direction, 
as 1s done throughout the world. For all that, the direc- 
tive plan and the market are incompatible and pere- 
stroyka in the economy is postponed until precisely the 
time when we realize this truth and draw practical 
conclusions from it. 


Four years of failure have shown that it 1s impossible to 
do two things at once—to fulfill the plan and to carry out 
economic reforms. As was so well put by Poliburo 
member A.N. Yakovlev, “the five-year plan is the frontal 
armor of the braking mechanism. The most intelligent 
opponents of perestroyka hope to wait things out behind 
this armor.” The core of the matter, however, is that the 
frontal armor was put up by the initiators of perestroyka 
themselves. The stagnant plan for the years 1986-1990 
was put together on their command. The state has not 
only not reduced its ambitions but, on the contrary, has 
introduced new long-term priorities. The resources that 
the economy had could not even cover the accomplish- 
ment of the projects financed out of the treasury. And 
suddenly the government opens a second floodgate for 
the leakage of meager sources—it announces the self- 
financing of enterprises in the scope of perestroyka. The 
collectives dramatically increased their sayings in the 
social and cultural fund and in “feraponte” (as some 
witty people called the fund for the development of 
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production and new technology) by inflati® wholesale 
prices. When empty money fell upon the cashless whole- 
sale market, it crushed it exactly as the false paper money 
buried the consumer market... 


In the past, a governor wanting to show piety fasted in an 
original way: he added turbot to all the forbidden dishes. 
In a similar manner, thestate ordered that self-financing 
be added to the increased planned “dishes.” The result 
of this “multiplication of dishes” was not long in 
coming: neither the plan nor the plant programs were 
fulfilled. Last year 11 billion rubles in unutilized money 
remained in plant accounts alone—there was no cement, 
brick, rolled products or equipment for the money. 





The analysis ag2in led us to the conclusion: the collapse 
of the economy took place not because we got bogged 
down in perestroyka but precisely because of the delay 
with the reforms. In the compromise between the plan 
and the market, there was enough of the planning 
principle to block the incipient market reforms and, at 
the same time, the helplessness inherent in the plan 
became manifest and more acute. 


It is not the setbacks and failures that are dangerous—no 
one is immune against them. What is fatal 1s the sluggish 
thinking and the inability or unwillingness to learn from 
mistakes. Even before the start of the 12th Five-Year 
Plan, put together 1n the best traditions of stagnation, it 
was clear that it was doomed. Nevertheless, the plan, 
which paralyzes the reformation of the economy, was not 
discarded. Moreover exactly the wrong conclusions were 
drawn from the bitter experience: the tightening up of 
planning and the strengthening of planning discipline are 
in first place on the list of emergency measures called 
upon to normalize finances. In the first 3 years of the 
five-year plan, despite ali the scheming with retail prices, 
the plan for the production of consumer goods was 43 
billion rubles short of being fulfilled and in the future it 
will be necessary to overfuifill the targets by a consider- 
able amount. In the past years of the five-year plan, the 
production of nonfood items increased by an average of 
10 billion rubles a year and an increase in the magnitude 
of 45-50 billion rubles is planned for next year alone. Is 
it possible, one asks, to carry out such formidable plans? 
Why not? Before me is a report on the conference with 
Deputy Chairman of the Council of Ministers V. Gusev. 
The ministers were called on the carpet. It is being 
decided what volumes of goods their branches will 
provide next year. The Ministry of Mineral Fertilizers, 
having mobilized its reserves, is prepared to increase the 
production of consumer goods from the current 600 
million rubles to 665 million. Minister N. Olshanskiy ts 
divulging these proud figures and waiting for his 
deserved praise—such output is not the speciality of the 
branch and look what kind of incresse we have. The 
leader, however, is in no hurry to express enthusiasm: 
“Well, if you give more thought to it and look around, 
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can you come up with 700 m thon?” After some hesita- 
tion, the minister sighs and agrees: if you want 700, so be 
it. It will be done 


There is a saying about an innovator. He came to a farm 
and reported that he has an invention that makes it 
possible to increase the milk yield per cow from a pail to 
one and half pails a day. They asked him: Might it be two 
pails? “No,” says the inventor, “it would be pure water.” 
It our case, there will ve a “water” of price increases—it 
was a matter of an increase calculated in millions of 
rubles but we have already seen that such increases are 
easily achieved in the reduction of the production and 
sale of goods in kind. A simple calculation shows that 
even if it is possible to fulfill the increased plan for 1989 
for consumer goods even through the play of prices, the 
consumer market cannot be normalized—the increases 
in monetary incomes this year will again greatly exceed 
the increase in the commodity turnover. 


A number of other stagnant targets have been attached to 
the plan for this year. Budget appropriations in machine 
building will increase by |.3 percent. A gian’ program for 
the modernization of the branch of machine building 
that will sto.e, process and package the future abundance 
of agricultural output will continue to be financed. The 
total cost of the program is 77 billion rubles. In terms of 
expenditures, this is approximately five BAM’s [Baikal- 
Amur Railroad Line], so that it is not envisioned that 
there will be a shortage of packing in the foreseeable 
future. 


They have begun to build a colossal oil-gas-chemical 
complex in Tyumen Oblast. This amounts to another six 
or seven BAM’s. Unknown to the people, the depart- 
ments have made deals with foreign firms on deliveries 
of equipment. The secret leaked out, however, and the 
public came out vigorously against the project. Much has 
been written about possible ecological harm from the 
new construction. The facility must immediately be 
deleted from the plan before any discussion; the country 
does not have that kind of money and other consider- 
ations are of no interest. 


We lived through !1 five-year plans and ‘n physical 
terms (and this is the sense of planning) we did not fulfill 
a single one of them. We are now successfully failing in 
the 12th. What kind of miracle will take place that by 
way of exception will permit the realization of the 
antastic targets for the current year? Perhaps there will 
be some new previously neglected reserves with respect 
io the plan? Excuse me for the bad play on words but we 
are discovering a tear in this material. At the session of 
the USSR Supreme Soviet that adopied the plan for the 
current year, the then Minister of Finances B. Gostev 
made a surprising announcement: “In connection with 
the fact that the budget was drawn up on the basis of the 
planned indicators of economic and social development 
in 1989 but the rate of growth of national income ts 
falling somewhat short of the targets in the five-year 
plan, there will be smaller money savings than planned.” 


JPRS-UEA-90-001 
18 January 1990 


Is this understandable or not very? | will explain. When 
they compose the five-year plan, they also break 1t down 
immediately, that is, they distribute the targets by years. 
In the course of the work, it turns out that it 1s impossible 
to achieve what ts planned. Previously in such cases, they 
simply proceed -d as follows: they reduced the plan for 
the next year in comparison with the origina: distribu- 
tion (why plan what cannot be achieved”). If the reduced 
plan was not fulfilled, they subsequently corrected the 
plan, making it fit the results. It appeared as though all 
the annual plans had been realized successfully and 
hence the five-year plan as a whole. The final results had 
little in common with the initial program but who is 
going to compare figures 5 years old with the report? 
With the beginning of perestroyka, they announced 
firmly: there will be none of this deception in the future; 
the plan for each year will remain as it was in the original 
di ribution and that is how it will be. This is precisely 
how they proceeded in drawing up the plan for the 
current year, aS reported by the minister of finances. 
That is, disregarding everything, the deputies voted for 
the previous and even increased figures, saying: now you, 
Boris Ivanovich, finance this plan for us. They should 
have said to him: since the national income “‘was some- 
what short of being achieved,” I do not have that kind of 
money and | cannot do what is impossible. What to do? 
This does not bother me—one has to live according to 
his means. In England, they have such battles in parlia- 
ment when they cut the budget. Argue about where to cut 
expenditures and what projects to exclude; that is what 
you legislators are there for. Only our minister of 
finances, an obedient man, as he should be, says here you 
have a budget with a tear in it: “As a result, the shortfall 
of financial resources amounts to 36.3 billion rubles.” 
No living being knows where we can come up with this 
sum. By the way, the minister dissembled a little with 
this figure. So that the hole in the budget would appear 
somewhat respectable, they first masked it: they trans- 
ferred 63 billion rubles from the loan fund to income. 
What kind of fund is this? It is the output of the printing 
press, for the treasury has long since had no other 
reserves. The more than 300 billion in savings books 
cannot be considéred a loan fund. This money leads a 
miserable nominal existence. One out of five plan pro- 
yections was provided with air only, with which one can 
at best build castles in the air. 


But this ts not the entire deficiency. | already said that 
the record increase in national income last year is a 
myth. Meanwhile, planners and financiers divided those 
billions as though they were real: a certain amount to 
steel makers, a certain amount to brewers. They were 
distributing smoke or, better stated, fitting the economy 
with new king’s clothes, explaining to the public with 
comic seriousness where a crease will be. A new record 
has been outlined for the current year: the total income 
of the country is supposed to increase by about 40 
billion. This money is considered real and again 1s 
divided basically for the financing of planned measures. 
But what if the increase in income 1s again exaggerated 
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and purely a matier of price? There 1s now more justif!- 
cation for such a forecast than before. Whereas last year, 
according to our calculation, income neither increased 
nor decreased, it fell by 2 to 3 percent tn the first quarter 
of the current year, according to my estimates, although 
the official statistics boldly declared that it increased by 
4 percent. What will be the budget deficit with this kind 
of development of events? 


In the final analysis, the gap between income and expen- 
ditures is becoming catastrophic. Is it possible to fulfill 
the plan under such a distribution? Its investment sec- 
tion, of course, cannot be fulfilled—1i ts a comic opera 
Only as an exception will the construction of some of the 
facilities that must be introduced be completed. Which 
ones specifically? It is not difficult to foresee events. 
Since there is not cnough money for all the planned 
construction projects, some must be deprived and some 
must be fully financed. Who will be given preference? 
There is no doubt: if a powertul construction organiza- 


tion is behind a project, if success 1s indicated and if 


there are chances of completing the facility by the end of 
the year, it will be financed as needed. Nor wil! there \. 
problems with projects supported by important busses— 
they will not allow “their own” construciuon projects to 
be stripped. Thus, chance factors (the size of the boss's 
throat, the strength of a contractor in a given region, and 
the like) will be decisive in investment policy. Those 
capacities that the national economy needs most will not 
be the ones to be put into operation but quite different 
ones. The system will work by chance and only one thing 
can be said with certainty: the targets for the introduc- 
tion of capacities will again not be achieved and the 
volumes of unfinished construction will increase even 
more. In the current five-year plan, unfinished construc- 
tion increased by 30 billion rubles and reached the 
astronomical sum of 1! 50 billion. 


This is a curse from God: we start to get a little money in 
the country and the builders in accordance with the plan 
grab it and quickly bury it in the ground, immobilizing it 
in pits, foundations and walls. Can we really ever live 
better this way? We cannot do this, kill me and get it over 
with. 


To be objective, J will point out that the list of extraor- 
dinary measures for normalization includes the reduc- 
tion of the excessively extended construction front. The 
idea is not new. I remember that in his day NS. 
Khrushchev gave the planners an ultimatum: if they do 
not stop dispersing capital investments, then he, the 
leader of the state, will personal!y include each new 
structure in their title: do not dare proceed without him. 
So what happened” At thai time, there were 100,000 
construction projects for production. Today there are 
more than 300,000. whereby there are an average of 13 
builders per facility. Last year they actually ordered the 
stopping of facilities valued at 24.2 billion rubles but 
with the other hand they began new construction priced 
at 59.1 billion. 
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The investment sector of the economy is overheated but 
it cannot be cooled through planning instructions or a 
threatening directive. Economists are tired of writing 
about how to achieve this and the public 1s tired of 
reading it: if you want construction, do not stand gaping 
at a loaf of bread from the state but earn the money 
yourself. But it is senseless to introduce isolated self- 
financing—as we have warned a hundred times but who 
listens to us (we do have some kind of glasnost but so far 
there is not much listening}—outside of a complete 
package of economic reforms. If you continue to plan 
what output the enterprise is obliged to manufacture, 
then be so kind as to indicate to whom it should be 
delivered and from whom to receive money. So there is 
still a division of resources by funds. And so it went: 
there 1s no free wholesale trade in articles for produc- 
tion-—there 1s no self-financing. Hardly any enterprises 
earned money. You cannot buy anything from them 
without allocations or rationing cards. Wait for them to 
allocate metal, cement, bricks or equipment to you. 
Self-financing happens with the special permission of 
bureaucrats in each individual case. 


Under these conditiors, self-financing is even harmful, 
because plant construction projects are added to innu- 
merable state projects (that same turbot). In the years 
1986-1988, the ministries and enterprises even increased 
the number of construction projects by 31 percent and 
they independently confirm the plans for these projects. 
One thing is intended but life takes the opposite direc- 
tion. 


Other extraordinary measures that have to be carned out 
prior to reforms are of the same nature. Last year the 
treasury paid out 5 billion rubles for the maintenance of 
9,000 unprofitable enterprises. “The government,” 
declared N.I. Ryzhkqy, ‘‘adheres to the firm position 
that 1990 must be the last year of this inadmissible 
occurrence.’ This is possible but for long? Let us look 
into the matter. By no means do losses always 'ndicate a 
lack of zeal on the part of workers. In a command 
system, it often happens that some enterprises are by 
nature assigned the task of producing losses and others, 
in a manner of speaking, are doomed to high profit- 
ability. At the present time, raw-materials branches are 
either unprofitable or they produce little profit. No one, 
however, has proven that miners, metallurgists or lum- 
berjacks are poorer workers than others. It simply hap- 
pens that the prices for their output have been set so that 
they barely cover expenditures. Beginning in January 
1991, prices for raw materials and fuel will be raised 
sharply and it will become just as profitable to mine coal, 
let us say, as to produce the machinery for the mining of 
the coal. There will, in fact, be no unprofitable mines but 
one must understand that the success will be purely a 
matter of accounting. I know the further course pre- 
cisely. The cost of coal will not change before the next 
revision of wholesale prices (and such a revision takes 
place once every 10 to 15 years). The price is written in 
the list and no one will pay more than that. They will, of 
course, also sell equipment at no more than the new set 
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prices. But the difference 1s that under the banner of the 
renewal of output manufacturers will remove their 
present machinery trom production. They will remain 
on the price lists only. In exchange, the enterprises will 
begin to produce supposedly improved equipment but at 
a new price. According to our calculations, the creeping 
rise in the prices for the output of machine building 1s no 
less than 30 percent over 5 years. You cannot improve 
coal so you will not raise the price for it. But if fuel 1s at 
Qne price over many years and the machines for its 
extraction are becoming steadily more expensive, then it 
is Clear that just 2 or 3 years after the total revision of 
wholesale prices the mines will again be of low profit- 
ability and subsequently unprofitable even with the best 
work of the collectives. So should they be closed’ But 
then what can we use for heat? 


If this is the case, it is necessary to close not unprofitable 
but profitable plants. The production of combines. trac- 
tors and machine tools is even very profitable. The 
manufacturers are tearing apart the country but they are 
being made models for the rest. And still another par- 
adox: the production of raw materials 1s unprofitable but 
precisely there, as we have seen, 1s where capital invest- 
ments are flowing from priority branches. It 1s a truly 
distorted economy! 


The stability of wholesale prices 1s legend. In reality, we 
more or less successfully maintain throw-away prices for 
raw materials, having long ago lost control of prices in 
the processing branches, where the products list is 
changing rapidly. This flaw cannot be eliminated until 
we begin to establish prices in agreement between com- 
modity producers and customers. Mankind has not 
invented a better instrument than the market—the com- 
modity does not cost what bureaucrats have calculated 
but what the buyer is prepared to pay. Then there is ne 
need to order the closing of unprofitable enterprises, 
they will close themselves, being unable to compete in 
the market. Accordingly, what 1s needed is not the next 
revision of prices from above but a change in the very 
principle of their determination, that is, a profound 
reform of pricing. This is the key point of perestroyka. 
Without this reform, we will not be able to take a step in 
economic transformations and the announced removal 
of unprofitable enterprises from state support will 
remain a good intention or an accounting operation that 
creates the appearance of success. 


Balance between money and goods can conceivably be 
achieved even without an increase in the production of 
goods, it being sufficient to reduce the monetary income 
of the population. Under the current extreme situation, 
the government ordered an end to the payment of 
unearned money. In this connection, four of our eco- 
nomic departments sent to the enterpmses a directive 
that one of the delegates to the recent Congress of 
People’s Deputies cleverly called the letter from the 
“gang of four”: henceforth wages cannot increase more 
rapidly than the productivity of labor. It would seem to 
be a just limitation but in a planned noncommoditys 
economy the link between these values is just about zero. 
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Let us suppose that those who make missiles, span the 
Yenisei and issue machine tools raise the productivity of 
labor by 10 percent but the average wages by only 5 
percent. It 1s a remarkable proportion—anyone will say 
that honestly earned rubles are distributed here. But 
what goods support the modest 5-percent increase in 
wages? Additional missiles, machine tools and the span- 
ning of the Yenisei, that is, output that does not reach 
the stores or the external market, where it could be 
exchanged for consumer goods. The earned increase in 
pay remains naked money, for there was no increase in 
the volume of consumer goods. On the other hand, in the 
sewing industry, for example, where wages account for 
no more than 5 percent of the value of the goods, one 
could boldly increase wages beyond labor productivity. 
Only this would stimulate an increase in production, for 
here output is being produced that is needed to cover the 
rubles distributed to the population. 


As we see, the strictest control over the false proportion 
will not bring us even a step closer to satisfying the 
hunger for goods. Moreover it is quite easy to get 
aground prohibitions. We measure labor productivity in 
terms of the production of output in rubles per worker. If 
you raise the prices for output, productivity under the 
same labor input will jump, which serves as a legitimate 
justification for raising wages. In fact, the letter of the 
four departments introduced still another incentive for a 
price spiral. 


You cannot deceive life. With his increased pay, the 
worker comes to the consumer market and sees that the 
prices have gone up there and that commodities are 
disappearing from sale. To subsist, he will find means to 
obtain an additional increase in wages, with which he 
will come to an even more expensive and barren market. 
The well-known inflationary spiral is in effect. The 
introduced limitation of wages means an attempt to shift 
the burden of inflation and commodity hunger to the 
shoulders of the working people. They are proposing that 
we get out of the financial difficulties by reducing the 
standard of living. One does not have to be an intellec- 
tual giant to understand that only in this sense is the 
government’s entire announced program for the normal- 
ization of the economy realistic. 


- 


Meanwhile, as a positive effect of the planning- 
administrative measures for normalization, it is firmly 
promised: there will be no further increases in retail 
prices. They issued a special decree on this. The inten- 
tions are noble, of course, but the character of the 
playwnght Ostrovskiy called noble such intentions in 
which there is very much nobility and very few chances 
of success. It was not possible to keep prices stable even 
in times somewiiat better than these: the purchasing 
pewer of the 1985 rubles was equal to 54 kopecks at the 
beginning of the 1960's. The consumer market is now 
deregulated as it has not been for a long time. We have 
already passed the moment when it was still possible to 
carry oul a compensated increase in prices for the output 
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of animal husbandry. One of the primary objectives of 
the reform that did not take place was to shift demand in 
the direction of industrial goods less scarce than food 
products. Today demand cannot be shifted anywhere— 
everything is scarce. The version in which prices are 
stable and goods are for sale no longer exists. And if this 
version is nevertheless chosen despite the economic 
imperative, it 1s not the prices that will be stable but the 
price lists and lables on the molds for the commodities. 
Thus, you know that it cannot be that the collapse of 
finances and the severe economic ills will not affect the 
consumer. All of us have to pay for the decades of 
stagnation, for the 4 years of talking about perestroyka 
with a spectacular lack of action, and for the funda- 
mental errors in the renewal of the economic mecha- 
usm. 


Life is inexorably turning us toward the difficult choice 
between three alternatives. The first: stable prices and 
empty store counters. Second: rapidly rising prices and 
goods available for sale. Third: stable prices and some 
goods but with rationing. In the years of perestroyka, we 
have been observing an elaborate combination of all 
three versions but in the very last months we have clearly 
seen an expansion of rationed distribution into the zone 
of free trade. 


Psychologically the population is more prepared for a 
system of rationing and for justice in distribution than 
for a price spiral. This question has a venerable history. 
In the famous collection ‘“Vekhi" (1909), one of the 
authors, S. Frank, reflected: “Socialism is a world view 
in which the idea of production has been displaced by 
the idea of distribution. True, socialism as a social and 
political program presupposes the reorganization of all 
aspects of economic life; it protests against the opinion 
that its desires boil down merely to taking wealth away 
from those who have it and giving it to those who do not. 
Such an opinion actually contains a distorting simplifi- 
cation of socialism as a sociological or economic theory; 
nevertheless, it quite accurately imparts the moral and 
social spirit of socialism. The theory of economic orga- 
nization is only a technique of socialism; the soul of 
socialism is the ideal of distmbution and its ultimate 
striving does indeed boil down to taking benefits away 
from some and giving them to others. The moral pathos 
of socialism concentrates on the idea of distributive 
justice and is consumed by it.” 


It is difficult to disagree with the author if we recall that 
the new society began precisely with the total redistribu- 
tion of the necessities of life: under the barrels of 
machine guns, they took grain away from the peasants 
producing it and distributed it “fairly.” It would be 
tempting to justify these measures through the extraor- 
dinary situation in those years but Lenin himself protests 
against such an explanation: “...we made the mistake of 
deciding to carry out an immediate transition to com- 
munist production and distribution. We decided that in 
the distribution the peasants would give us the needed 
amount of bread, we would distribute it to the plants and 
factories and we would have communist production and 
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distribution.” Yes, Lenin calls this practice a mistake 
but the mistake was by no means tactical in nature: in 
accordance with theory, it was thought that one could 
move directly toward communism by means of the 
extra-commodity distribution of goods 


The idea of “fair” distribution occupies practically the 
leading position in our economic history and covers all 
aspects of life—from the funded supplying of enterprises 
to the periodic introduction of rationing for products, 
from wage ceilings to the unfortunately well-known 
special’ section in the GUM [state department store}, 
from the distribution of meat in cities and villages from 
national stocks to the free allotment of apartments, from 
the first commandment of the kolkhozes to racketeering 
in connection with cooperative workers, and from cou- 
pons for soap to special rations. The result was the 
alienation of the producer from the fruits of his labor: 
some create wealth and others enjoy it. And if this dead 
idea is still being adhered to, 1t must mean that someone 
benefits from it. 


The above-mentioned author of the article in “Vekhi”’ 
accused that old disinterested intelligentsia of being 
concerned not with the establishment but only with the 
distribution of wealth and, as the thinker puts it, “in a 
metaphysical sense...of carrying on a parasitic existence 
on the body of the people.”’ Quite in the spint of 
perestroyka, he makes the appeal that it is time to 
“reduce the number...of all kinds of administrators and 
distributors.” 


It may have been time but the distributors of all kinds, 
who did not look at “Vekhi,” cleared up a simple thing 
for themselves: “The production of goods in all! areas of 
life is valued less than their distribution.” It is valued not 
in some metaphysical sense but in the distribution of 
pies, pastries and positions for bigwigs. The administra- 
tors and distributors became not only masters of the 
products from someone else’s labor but also the collec- 
tive owner of productive forces. Theoretically socialism 
1S a System in which property belongs to all together and 
to no one in particular. But I am profoundly convinced 
that there is no property without an owner—economic 
nature cannot stand a vacuum. The place of the expro- 
priated private persons is taken, in a manner of speaking, 
by a collective Ryabushinskiy, with the difference, how- 
ever, that the former owner took risks and had economic 
responsibility for his actions, whereas in principle his 
multiplied successor is not capable of acting sensibly. 
For there are no competitors prepared to take advantage 
of his mistakes. There is no great harm, however, for the 
losses in production can always be compensated through 
acquisitions in the process of distribution. 


People are not the same. There always have been, are 
and will be some who are richer and others who are 
poorer. And since this is hard to eradicate, the society 
must be organized so that personal wealth can be 
acquired not through expropriations and theft but 
through the profitable production of high-quality goods 
at accessible prices. The commodity producer ts just 
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striving for profit and he can achieve it only by satisfying 
the needs of others in exchange for money. This dialectic 
was described by Adam Smith himself. And if anyone 
does not like the father of classical, or, as the dictionaries 
define, bourgeois political economy (it is as bourgeois as 
Newton’s physics), let him take a look at the 1 1th volume 
of Lenin’s works and delve into Lenin’s comments on the 
margins of Bukharin’s book “*Ekonomika perekhodnogo 
perioda’’ [Economics of the Transition Period]. In agree- 
ment with the bearded founders, Bukharin writes: **Pro- 
duction under the predominance of capital is production 
of surplus value, production for the sake of profit. 
Production under the predominance of the proletariat is 
production to cover social needs.” Lenin vigorously 
objects: “It did not work. Profit also satisfies ‘social’ 
needs.”’ It 1s quite obvious that what 1s meant here 1s the 
profit of private owners. We now know that it does this 
better than what we are accustomed to doing. 


We are gradually learning to say the words “market 
economy.” But what is a market? Ii 1s a voluntary and 
permanent exchange between owners of goods and 
owners of money. If the state monopolized all property, 
who will trade with whom? The marke’ would become a 
toy, a poorly masked form of distmbution. The market 
either exists or it does not; it is not socialistic or 
capitalistic or something in between. And now our 
stubborn heads are getting the idea of the demonopoli- 
zation of ownership. We timidly refuse to have anything 
to do with it but the temptation 1s too great and, like 
some mischievous monks, we calm down those who 
cannot renounce their principles by saying that this does 
not contradict Holy Scripture. Upright warriors no 
longer always snatch the almost forgotten slogans “Land 
to the Peasants” and “Factories to the Workers” from 
the hands of people at a meeting to trample them in the 
dirt. But previously that land and those factories had to 
be taken away from someone. With difficulty we are 
beginning to understand: Who might that be? Who 
should be expropriated this time? Tell us, we are ready 
Good gracious, an entire class-owner has grown up while 
we listened to speeches about the national state. I recall 
that Karl Marx also said something about this in his 
youth: the state can become the private property of the 
bureaucracy.... 


The worker will remain the implement of the state and 
no written law will make him a free person as long as he 
has no property, even if it amounts to only a pair of 
working hands. Precisely this is the deep-seated link 
between economic and political reforms and this, in the 
final analysis, is our way to the society of flourishing 
civilized countries. So let all forms of property—private, 
cooperative and state—compete on an equal basis. 


In the countryside, the individual farm or, as it 1s 
cautiously called, the family farm will most likely pre- 
dominate. It 1s like this everywhere: in other branches, 
there will be concentration to the point of interethnic 
companies with hundreds of thousands of workers, 
whereas family enterprises were and remained the basis 
of agricultural production. So there 1s something in this 
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mysterious sphere that makes uniquely advantageous the 
simple combination: the family, the simplest cell in tne 
society, 18 simultaneously a production unit that is 
Stable, viable and competitive. If 11 were otherwise, the 
leaders of the economy there would long ago have put 
pressure on them and merged them with giant enter- 
prises. The land can remain nationalized—they have this 
in the West too—but the family necessarily takes perma- 
nent possession of it (the possessor does not have the 
right to sell the land or to ruin it, for it not his property). 
This is a controversial question but all other means of 
production accumulated by the family are fully owned by 
it, there cannot be two opinions here. 


This 1s precisely what the Chinese decided to do in their 
reforms. They gave the land to the peasants and within a 
year they were able to feed a population of | billion. We 
are people who are always late. The country is on the 
brink of the abyss and we spend all of our time talking 
about how it would not be bad to try tamily leasing. Was 
it really necessary to hold a plenary meeting on agricul- 
ture in March? At the latest, it should have been in 
November so that the land could be parceled out before 
SOWIng: yOu sow in the spring and wait for the results in 
the fall. Now a year has been lost and we still have to get 
by until next year. 


And they decided nothing at the plenum. When they got 
down to business, a speaker said almost brusquely: **...it 
would not be correct to conclude that the kolkhoz system 
is inefficient. No, the collective farm has tremendous 
potential possibilities...” It appears that they will be 
revealed when we have pumped out the last drop of oil in 
exchange for the bread of Anizonastan or Kansastan, our 
agrarian appendages. But in the meantime, the idle 
farms have been given a reprieve. Are there many of 
these idle farms? One-third of the farms provide 80 
percent of the agricultural output and the other two- 
thirds 20 percent. They are now writing off their debts— 
start all over in ruining the country. If you cannot handle 
it, in individual cases it will be necessary, they say, to 
turn the land over to “strong kolkhozes, sovkhozes and 
other enterprises, collectives and family lessees.” But 
this is still to come... 


Is it? A. Veprev, chairman of the Committee on Agrarian 
Matters established at the First Congress of People’s 
Deputies, invited me to 2 meeting of this new body and 
proposed that I give my ideas with respect to the new law 
on land. The legislators very amicably rejected my 
thoughts on municipal responsibilify for the land and on 
the system’for leaving kolkhozes: who 1s against pro- 
viding farmers with the means of production from the 
indivisible cooperative stocks? No, in their opinion the 
peasant must lease the land from the kolkhoz only and 
sow according to the kolkhoz plan. It 1s apparent that 
these people do not need the new law; the old law was not 
bad for them. And this is understandable: the majority of 
the committee members are managers of leading farms, 
for poor ones are not elected people’s deputies. They 
have dedicated their lives to show that the cooperative 
farm can work very well. And 1t would be unnatural to 
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expect them to renounce their life’s work. But how many 
of these advanced workers are there in the country? The 
wise Arkadiy Filimonovich joked unhappily: “Almost all 
of them are here in this hall.” 


They will hard!y emancipate the peasants. Al the con- 
gress itself, the renowned chairman V. Starodubtsev, 
speaking on behalf of more than 400 agrarian deputies, 
threatened: ‘What can one say today to the opponents of 
kolkhozes? You want to inflict a final blow on the 
peasant and thus leave the people on starvation rations 
for many years.”” Here the speaker reported in dramatic 
tones: “On 5 May of this year, under Decree No 25 on 
the improvement of the country’s economy (what a 
blasphemous word), USSR Gosplan took 20,000 trac- 
tors, 10,000 trucks, 1,100 power shovels and 1,677 
bulldozers from the agricultural industry with their su>- 
sequent transfer to the Central Union of Consumer 
Cooperatives for sale to the private sector. Comrade 
managers of agriculture sitting here, for years we 
dreamed of a tractor or a bulldozer and now we cannot 
have them. Evidently now we will not receive anything at 
all.” 


Let me give you the ‘acts: annually the rural areas receive 
330-350,000 tractors and 300-330,000 trucks. About 
600,000 tractors and combines are not manned with 
machine operators even for work on one shift. So they 
are Saying that it ts better to let the idle machinery rust 
and not to give the private, family farmer anything. Such 
is the equality of the forms of ownership in the under- 
standing of legislators. The powerful agrarian hobby that 
developed at the congress 1s demanding the financial 
doping of the decrepit sectors of agriculture. And this is 
still another black hole in the economy. 


Now about cooperative ownership. | admit that it is not 
without some mental confusion that I decide to write 
that it is extremely promising in all branches of the 
economy. I recently traveled around Kuban and met 
with my readers. And in every audience, whether it be at 
a kolkhoz or a university, there were malicious ques- 
tions: when at last will the cooperative bandits be closed 
down? They used up all the meat for shashlik and bought 
up all the cloth. I waiked around the markets and simply 
wherever there are people. Perhaps I somehow had 
particularly bad luck but [ did not notice a single seller of 
shashlik. And who would risk 1? They would unscrew 
their heads and say enough of that. 


A curious episode was recorded during the trial of 
Bukharin. The former party favorite was accused of 
scattering broken glass in butter. Truly, the more outra- 
geous the lie, the more inclined people are to believe 1t. 
Where could one get butter in the stores if they purpose- 
fully spoiled it? It seems that in the public consciousness 
today cooperative workers are playing the role of ene- 
mies of the people: it 1s they who pilfered goods and 
gobbled everything up. leaving us nothing 


It can, of course, be shown that a seller of shashlik who 
earns many thousands would thereby have a favorable 
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impact on the state of the narket. Whatever his income, 
he 1s not going toeat. | +0 pounds of meat in a day and 
iS NOt going tO wear ts : sackets at the same time. He will 
Save whatever extra mioney he has, that 1s, take it out of 
circulation for a time. But there are people living from 
paycheck to paycheck who, if they did not spend their 
money on shashlik, would certainly present those rubles 
to state trade and thereby exacerbate the commodity 
hunger. We may recall that last year the new cooperative 
owners produced consumer goods worth a billion rubles. 
Or is this superfluous in our present situation? It is 
possible to present other arguments. But what is the use? 
A person who does not want to hear is worse than deat 
and envy 1s stronger than reason. Or, as the Chinese say, 
if it is bad for me, let it be no better for my neighbor 
‘Where is the justice if a cooperative owner earns more 
than a minister?” asks a person who |0 minutes ago had 
cursed that same minister and his staff with the most vile 
words for hampering perestroka and denigrated his min- 
isterial privileges. 


It seems to me that the higher authorities understand 
very well what unusual zeal for labor the cooperative 
movemen! . in awaken and already is arousing. At their 
initiative, a law on cooperation has been passed, doubt- 
less a better legal document for an entire package of new 
economic rules. But the reformers were forced to take 
into account the attitudes of people. Written law cannot 
get far ahead of public opinion. It 1s clear to professional! 


jurists, for example, that the death penalty ought to be 


abolished but such a law cannot be introduced; the 
society will not accept it. So it 1s here. | remember that 
we were sitting at a “round table” on television dis- 
cussing the newly passed law on cooperation. We were 
praising it but also looking for defects. At the end of the 
meeting, the deputy minister of finance stood up and 
declared that a tax scale had been approved under which 
cooperative workers are obligated to turn up io 90 
percent of their profit over to the treasury. He could have 
put it more simply: forget about what you have been 
chattering about here, it is we who decide. This time the 
press amicably condemned the arbitrariness of the fin- 
anciers and defended the cooperatives. But this was 
when the society saw the future cooperative workers as 
knights without fear and without reproach. Later the 
extermination of enterprising people proceeded more 


joyfully. A special decree forbade cooperatives for the 


manufacture of arms and narcotics. Of course no such 
cooperative enterprises were registered—the existing 
laws did rot permit them. The prohibition was not 
senseless, however: the same document also dispelled 
therapeutic, publishing and some other cooperatives that 
looked bad in the immediately vicinity of the narcotics 
business. 


They then attached the cooperative workers to state 
cooperatives—let them work under orders from them 
and under their supervision. No sooner had they adapted 
when new misfortune befell them. I already said that the 
current economic mechanism creates ideal conditions 
for the enterprise collectives to raise wages without 
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iicreasing the production of output. In particular, plant 
incentive funds are growing rapidly, Actually plant 
workers are interested only in the economic incentive 
fund, which 1s distributed, The workers are rather indif- 
ferent to the two other funds (social-cultural and produc- 
tion developrnent funds), The money there 1s not cash, it 
does not increase wages and there is no place to spend it, 
since the wholesale market 1s empty. Cooperatives then 
ippeared at plants. They were reimbursed for expendi- 
tures to fulfill orders, including wages, precisely from the 
production development funds. Thus, noncash money 


was turned into cash. 
‘ 


Ihe State Committee for Labor and Social Problems 
quickly caught on and put a stop to this practice: if you 
want to hire cooperative workers, settle accounts with 
them trom the wage fund. And now if cooperative 
workers earn 10 rubles more than staff factory workers, 
ihe average wage at the enterprise will increase and can 
exceed the increase in labor productivity. Then, under 
the latest instruction (letter from the “‘gang of four”), 
payments to the entire collective will be frozen. It 1s not 
difficult to imagine the hatred that the regular staff 
worker has for the cooperative worker: I worked my tail 
off and you took your extra 10 rubles not from the 
society as a whole but from me personally, you son of a 
bitch. One has to be a very naive person to suppose that 
the State Committee for Labor and Social Problems did 
not calculate in advance such an obvious effect from 
their action. If everyone receives what he earns, why 
then have a committee? But to make trouble between 
different strata of the society means that coordination 
and regulation will be needed until hell freezes over. 
Bureaucrats are again involved. 


It is possible to enumerate all the times the cooperative 
workers were deceived (what is the value, for example, in 
iransterring taxation to local authorities!) but it may be 
sufficient to present an excerpt from the program report 
of our premier. After pointing out the “absolutely nega- 
tive strivings of individual categories of cooperative 
workers,” the speaker explained: “This does irreparable 
harm to the very nature of cooperation, which does not 
accept such elements as self-serving, easy profit, personal 
enrichment, greed and the ignoring of the interests of 
citizens. Unfortunately, all of this exists in our coopera- 
tive movement and provokes the anger of the working 
people. They are demanding the establishment of order.” 
Notice how expressively this most dependable motiva- 
tion for labor—material, monetary interest—is named 
here: personal enrichment, easy profit, greed, self- 
serving. | in my ignorance do not know the location of 
the incubators where they breed unselfish industrialists. 
Or has a method already been found to grow ideal 
homunculi in retorts to replace the traditional breeding 
of depraved human beings? For my taste, the old method 
is good enough 


Whatever, we are observing a disorderly retreat of 
relormers from the general direction, from the restruc- 
turing of property relations. Deprived of greed, disdaining 
personal enrichment and not having any property, this ts 
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not a worker and nota citizen, This lumpen is inditterent 
toward himself, his family and the society, He demands 
bread and entertainment from perestroyka, although it 1s 
written on perestroyka s banner: do not count on the tavor 
of the treasury, be the master of your own fate and you will 
gain your rights in labor. Perestroyka will not stand on a 
lumpen social base. It was not worth beginning it if one’s 
knees shake betore the “anger of the working people” 
toward diligent, successtul and industrious people, Those 
who have become ftrghtened should get a little farther 
away from sin and not interfere, for the fight is serious 
And then it will be clear who will get whom. If enterprising 
people win, there current opponents will not lose, for 
everyone will begin to live better. If the social parasites are 
victorious, there will be a common grave tor them as well 
as the others, including the state) The outcome of the 
struggle depends upon whose side the authorities take. In 
the meantime, it 1s vacilitating, getting him from all sides, 
as one would expect in a good fight. One cannot play up to 
the lumpen mentality indefinitely. Just recently sociolo- 
gists asked 62,000 people what sector of the service sphere 
evokes the most reproach? In first place were the booths 
were they accept empty bottles. Well, what about it, 1s the 
voice of the people the voice of God? 


Here we are not talking about individual cooperatives. | 
think that state ownership, which is ngw predominant, 
must undergo revolutionary changes and find a master. I 
am proposing a plan for the gradual transformation of 
state enterprises into joint-stock companies. One part of 
their value is created through centralized capital invest- 
ments from the budget. Shares of stock belonging to the 
state are issued for this sum and the income from them 
goes to the treasury. The other part of fixed capital is 
paid through plant money. The corresponding shares 
will become collective property. The dividends from 
them can be used to expand and renew production and 
to build housing. Finally, shares of a third kind are the 
property of the enterprise workers. The share of the 
builder and watchman, veteran and newcomer should 
not be the same. A simple and, in general, just solution 1s 
to divide the shares of this kind proportionally to the 
salary received by each person during the entire time of 
work at the given plant. The income from securities will 
be a significant supplement to wages. 


With the transition to self-financing. the treasury will not 
invest money in expanded reproduction at operative 
plants and so it will not receive new shares of stock. 
Meanwhile, the value of fixed capital doubles every 
decade or perhaps in 20 years. It ts clear that the state 
stock package, since it remains unchanged, will occupy a 
smaller and smaller share of the value and the enterprise 
will gradually become a joint-stock company. Treasury 
receipts will not necessarily decline. The treasury will get 
its share from taxes, as in the entire Western world. It 
would be extremely unreasonable to limit the right of 
stockholders to the unrestricted sale of securities. A 
capital market, which must necessarily accompany the 
commodity market, is lopming in the future. Depending 
upon circumstances, the state, just as any possessor of 
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money, can buy up shares of stock or release them to the 
money market, thereby reducing or increasing the share 
of state ownership relative to private, Cooperative and 
joint-stock Ownership. 


This will be a fundamental change in production rela- 
tions, that is, in property relations, with far-reaching 
vivifying consequences in the economic and social 
spheres. In our version, perestroyka attains clear pros- 
pects verified by world experience 


In reality, the capitalism described by Marx, in which the 
large enterprise was the property of one owner, has long 
since disappeared. As 8S. Menshikov (NOVYY MIR, No 
1989) reports, General Motors employs 750,000 
workers and the number of people holding tts stock ts 
approaching | million, whereby no one among the large 
owners holds even | percent of the stock. In their ume 
the founders of this advanced theory made considerable 
fun of the utopians who dreamed of buying back the 
factories from their owners: the poor workers, not having 
enough to pay for a mug of bad beer, tell everyone in the 
tavern how they are going to get rich as the collective 
owner. Is it not simpler, they are saying, to coin money 
from the silver of the moonlight? But life is changing. At 
the present time in the United States, there are 10 
million people employed in enterprises bought back by 
the workers. The state is doing everything possible to 
encourage this form of ownership. And we should to 


The law on stock has been passed here. It could be useful 
in two ways. With the population holding a pile of empty 
money, there were those wishing to invest it in securities 
This is more advantageous than holding passbook sav- 
ings. Superfluous money was diverted from the con 
sumer market, which helped to normalize the economy 
This is the gain in the short term. A long-term benefit 1s 
also looming: perestroyka of property relations began in 
the most powerful sector of the economy—at state enter 
prises. But another normalizing measure ruined the 
whole thing. As soon as the state took grim contro! of the 
relationship between the increase in labor productivity 
and wages, the first stockholders began to turn in their 
securities. Taking dividends into account, wages are 
rising more rapidly than labor productivity and pay- 
ments on shares of stock had to be frozen. There was 
certainly no benefit from controlling the false relation. 
ship but, as you can see, obvious harm was done to 
perestroyka. It is again a retreat by reformers and again 
it is from the direction of the main attack. 


8 


Only to a superficial giance have I| digressed far from the 
conversation about coupons for sugar and soap. The 
transition to rationing is leading the development of 
production relations in a direction opposite perestroyka 
For six decades now, our workers have had no ownership 
of the means of production and for this reason they do 
not miss it so much; they have long ago forgotten what 
this 1s. We gradually got used to the idea that the product 
of labor belongs not to its creator but to the bureaucrat 
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who divides it as he sees tit) With the introduction of 
rationing for consumer goods, the alienation of the 
Individual from ownership becomes total and reaches its 
logical end: now wages and personal income belong to 
the individual only nominally. Money is effective only 
atter the bureaucrat has allowed you to buy the piece of 
sausage that he has measured off or a shirt or television 
A tundamentally noncommodity economy arises, even 
in the literal sense that there are no goods in the stores 
but there is rationing 


Here it is useful to raise the classic question: Who 
benefits? They try to convince us that it is we consumers 
who benefit. Why, they say, should you stand in lines ot 
pay too much—receive at a bargain price what you have 
coming to you under your coupon and go tor the next 
item. But the distribution system is even more advanta 
geous to those who are supposed to divide up the goods. 
They will not neglect themselves. Take, for example, the 
distribution of meat from national stocks, a measure of 
paramount importance to the state, there being special 
control over this. But why, if the product is in such short 
supply, 1s it always for sale in Moscow? Is there a desire 
to show off to foreigners, who do not know the true 
situation in the country? It ts all simpler than this: the 
most important officials live in the capital and they took 
pains for themselves and their circle. In addition, let us 
be frank, the possible discontent of the Muscovites 1s 
more troublesome for the authorities than the grumbling 
of the meat eaters out in the provinces somewhere 
Where are the officials next in importance? In the 
capitals of the republics. Those capitals also were not 
forgotten in the distribution of the meat stocks. The next 
most important? In the oblast centers. There is food 
there too, only not as much. Here are the corresponding 
Statistics: 97 percent of the inhabitants of Moscow buy 
meat at state prices. [tis 79 percent in the capitals of the 
union republics and 36 percent in the oblast centers. On 
the periphery, however, there 1s a Whole hungry country 
that pays 5 to 10 rubles for a kilogram of meat. 


Let us also remember that wages are higher 1n the cities. 
On the average for the country, the poor pay 4 rubles 20 
kopecks for a kilogram of meat, whereas the rich (with a 
monthly income of 150 rubles or more per family 
member) pay 2 rubles 90 kopecks. Treasury subsidies to 
the state price are about 3 rubles per kilogram of meat 
This is like a bonus to those who managed to live in the 
prosperous cities. Those with low wages buy 15 to 20 
kilograms per capita per year so their bonus 1s 45 to 60 
rubles. The rich acquire an average of 100 kilograms per 
capita, saving some 300 rubles a vear. I recall a recent 
mecting with the academician Lavrentyev. Mikhail 
Atekseyevich told with humor how his guest, an English 
scientist, was surprised at our conditions: “It 1s the first 
time that IT have seen a country where the rich are 
subsidized.” Such 1s the social “justice” in the disiribu- 
tion system 


We amicably damn the closed distributors. The elimina- 
tion of privileges has become a point in preelection 
programs that cannot lose. The essence of the matter, 
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however, 18 not that goods are distributed incorrectly and 
not according to merits. Everyone thinks that he is worthy 
Every allocation 1s initially unjust, for it replaces the true 
measure of merits—money. Allocation, if you like, 1s 
immoral and quite capable of freeing the society from the 
vestiges of morality. Hard work tor oneself and tamuly, 
personal dignity and honesty become superfluous, even 
burdensome, when the well-being of the family depends 
upon the favor of a bureaucrat who issues a coupon tor a 
scrap of happiness. Fawning before the last of the bosses, 
torn by the conflicts for a piece of soap, and vigilantly 
watching so that our neighbors will not take more than 
we—what kind of a society will we be? 


The peculiar nature of the moment, however, 1s that the 


economy still has nothing with which to reward virtue. If 


there is no rationing, retail prices will rise, otherwise we 
simply cannot survive. I vote for the second alternative, 
recognizing how unpopular such a prospect is. I once 
expressed this difficult imperative on television and got 
abusive responses that were even insulting: we, they said, 
believed you and tt turns out that you sold out to the 
authorities and are agitating for a rise in prices. A mother 
from a tamily in Perm sent a whole notebook showing 
her income and expenditures: explain to me how I can 
live if everything gets more expensive. 


1 will try. First of all, rationing does not prevent a price 
spiral. After all, it 1s not the first time that we have utilized 
a rationing system, so the scenario of events ts well known. 
First there will be a increased stratification of state and 
market prices. This has already happened historically 
Rationing coupons were introduced in 1929. In 1932, 
market prices exceeded rationing prices by a factor of 8 
and by a factor of 12-15 in 1933. The state, of course, could 
not allow such overpayments to by-pass the treasury. As 
early as 1931, one-tenth of the goods passing through state 
trade were sold in so-called commercial stores at market 
prices. A year later, it was 39 percent. It is easy to calculate 
that the average level of prices in state trade increased by 
a factor of almost four. They abolished ratroning coupons 
in the years 1933-1936, having simultaneously raised the 
prices on all kinds of goods by a factor of 5.4. Events 
developed about the same way in 1941-1946, when a 
rationing system was again in effect. There is no reason to 
think that it will be any different this time 


The charm ot rationing and coupons is that through their 
use the state 1s able to ensure a minimum ration to all 
and thereby suppress discontent. The continual creeping 
increase in prices under free trade 1s clearly also not so 
wonderful but then we can hope that our trade unions 
will remember their direct obligations. For the time 
being, they are calling on us to work more diligently, 
which, of course, is not superfluous. They do not do so 
well with protecting the interests of the workers. In our 
version, this picture will not necessarily be fantasy: in 
entering into a collective agreement, the trade union 
demands an increase in wages commensurate with the 
rise in prices. And if it 1s afraid to demand this, we will 
choose another trade union committee. Thank heavens 
we have glasnost 
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Il can anticipate the objeciion: What will we gain here 
Other than anew round in the inflationary spiral? Do not 
tell us. All the consequences of the commodity shortage 
and the price spiral have now been put on the shoulders 
of consumers. When the increase in money income 
settles precisely in savings books and jugs, then it 1s quite 
clear that the state, without having asked us, has freed 
itself from concern about covering these hundreds of 
millions of rubles with goods. The state has irresponsibly 
used the manpower, raw materials and equipment that 
should have been expended tor the production of goods 
for rubles set aside in savings for objectives known only 
to it, whether it be the tailed priority development of 
machine building, the disastrous land reclamation pro- 
gram, the fruitless investments in the lands poor in 
chernozem, the support of nonviable regimes abroad, or 
something else. Bult when wages start to increase com- 
mensurately with the rise in prices, the authonties will 
not be able to saift the satisfaction of solvent demand to 
later, to those happy tumes when programs of Napoleonic 
proportions are realized -Give to the consumer what he 
is due today, right now. There will probably be fewer 
budgets tull of holes and rotten plans. And if planners do 
not learn to make ends meet, the hidden bankruptcy of 
the treasury will finally become obvious to everyone. 


Perhaps then a bold person will show up who wall stand 
in front of the television camera and declare: “Brothers 
and sisters, my triends! The state cannot feed you or 
provide shoes or clothing, nor is this its task. Feed 
yourselves as best you can and we will firmly promise 
one thing: we will not interfere any longer. What 1s in our 
power 1s to defend the peasant against his aggressive 
neighbor and to safeguard the cooperative worker 
against bandits and the plant worker against plans and 
precious instructions.’ This is a lot. Actually it 1s quite a 
lot, for such a turn of events 1s the beginning of pere- 
stroyka in the economy After that, much awaits us that 
ts both good and bad but the vector of change wall be 
aimed at a healthy national economy 


So far neither the authorities nor the society 1s prepared 
for such a change. We sull think that the state will 
somehow ect itself straightened out and provide an 
abundance of goods at stable prices. If 1t does not, we will 
call in some other bosses, for there are so many of them 
who promise to double wages tomorrow. to support 
mothers unt! thakids begin school and to give everyone 
a dacha and an apartment. This will not happen. We 
cannot avoid paying for our old sins and current inac- 
tion. But we can and must mitigate the consequences of 
indecision and outright mistakes in carrying Out pere- 
stroyka. We still have some reserves and there is still a 
little room tor maneuvering. It 1s necessary to Carry oul 
reiorms immediately and comprehensively, because par- 
tial measures, even very good ones, do not work by 
themselves. We know what specitic changes are needed 
and it 1s also clear where to start: abolishment of direc- 
tive plans. iransition to production based on customer 
orders, distribution of land to peasants, cessation of 


‘missions, and movement toward free prices. 
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| understand as well as others that it is difficult to decide 
io do such a thing in the existing situation: we got 
involved in reforms and the store counters became 
empty. They will be empty whether we carry out pere- 
stroyka or not but you cannot explain this to everyone. 
The market has to be normalized in any event. To 
prevent its definitive collapse, as economists have calcu- 
lated, it is necessasy to take an additional 70 billion 
rubles or so annually from the population, The country ts 
not yet in a position to achieve such an increase in the 
output of goods that 1s real and not inflated. There 1s stll 
the world market. Consumer goods that we buy there for 
| foreign-exchange ruble are sold within the country for 
10 rubles. So it is necessary to tind an additional 7 billion 


foreign-exchange rubles a year for the importation of 


consumer goods. That is a lot of money but this year’s 
receipts from foreign trade will amount to 66 billion 
even though the conditions in the world market are not 
favorable for us. 


Here it is necessary to clarify one important question. In 
his report to the Congress of People’s Deputies, N.I. 
Ryzhkov said that in a year we will clear only 16 billion 
in real money, freely convertible foreign exchange, and 
he then presented a breakdown showing that there are no 
means for the purchase of goods for the people. It is 
surprising that no one among the deputies took any 
interest: Where are the remaining receipts? So it turned 
out that in a year we export 50 billion foreign-exchange 
rubles worth of our goods for false money that real 
merchants do not accept for payment? Who enriched 
himself in this way? Bring him here! We rack our brains 
about how to give a larger pension to cripples and he 
diminished the wealth of the country for empty inoney.... 


Such questions were not heard at the congress. Perhaps 
there should have been a hearing on this subject at the 
Supreme Soviet? To stimulate the conversation, I will 
give a few figures. Using statistical reference books, I 
calculated that we pay up to |! times the world price for 
Cuban raw sugar and the annual overpayments are 
always around 3 billion in foreign-exchange rubles. This 
is full-value currency, for in exchange we supply oil, fuel, 
metal, timber and grain, which can be sold for dollars, 
pounds or anything else. So we have found 3 of the 7 
billion rubles in foreign exchange needed for the normal- 
ization of the domestic market. And this 1s just one 
commodity ior one country. Those wishing to do so can 
continue the search and they will find some very curious 
things. 


In essence, national economic interests have been sacri- 
ficed to ideological postulates. Today, in contrast to 
Leninist times. our homeland is not seen by authorities 
as the base for world revolution but if one judges not by 
words but by deeds the minerals and wealth of the 
country are at the service of the socialist camp as never 
before. It accounts for two-thirds of the foreign-trade 
turnover. The export of our wealth there has not made 
anyone happy, however. I have been in the CEMA 
countries and there they are convinced that they are 
feeding us. 
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And changes are not foreseen. The section ot NJ] 
Ryzhkov's program report on foreign trade states: “As 
before, prionty attention will be paid to the strength- 
ening of reciprocal relations with socialist countries ...”’ 
If that is so, one cannot count on the use of foreign 
exchange to stabilize the consumer market. But who 1s at 
fault here? 


Large sums can be collected from the sale of building 
materials to the people. But the stores are empty (I know, 
for | am building a garden house). If you release enough 
round timber, boards, cement and bricks to the market, 
people building their own houses will begin to earn 
money and will forget about sleeping. Family people who 
do not drink much are our support and hope. But no 
building materials have again been turned over to the 
departments and no matter how much you give them. it 
is still too little. They will again thank you for it by 
building another transcontinental railroad or a canal. 


In short, the country has reserves. They must all be made 
subordinate to the carrying out of economic reiorms, so 
that we can have results within 2 or 3 years. Otherwise 
we will eat up our defense and our foreign exchange and 
as a result we will again be left with nothing. 


The main points of this program differ from the pro- 
posals of the titled economists. Indeed, since November 
of last year something like the very latest official course 
has developed in the management of the economy. It 
differs greatly from the original plans of perestroyka. 
Until recently, reformers were accused of timidity and 
inconsistency and they immediately gave a plausible 
explanation: the anti-perestroyka forces are too influen- 
tial; the functionaries are offsetting progressive under- 
takings and distorting the new principles announced 
from above. Today, in my view, the situation is different: 
the decisions themselves made at the highest level con- 
Stitute in their totality a rather integral, logically not 
contradicatory and, alas, overly familiar concept of the 
command regulation of the economy. It seems as though 
its authors themselves do not believe in the ideas of 
perestroyka and are again pushing the seemingly rejected 
planning-command system: bring out and reveal your 
might for a final time and then we will begin reforms 
They will not do it. So is it not time to defend pere- 
Stroyka against its initiators? 


Let not the promises to return to reforms after the 
normalization of the economy lull anyone into euphoria 
This undertaking 1s doomed. It is possible that the time 
allowed for the manageable process of change has 
already run out. Unless I am mistaken, the reserve of 
time 1s measured not in years but in months, for the 
economy 1s collapsing before our very eyes. Normalizing 
measures short of or instead of reforms will not work 
Having lost time, we will still begin a radical perestroyka, 
for we simply have no other chance to survive. But we 
will be forced to restructure ourselves in a situation of 
economic chaos. If we were able and did not do it, 
history would not torgive us such negligence. 
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bk ootnotes 


1. In the article, “It Is Not Yet Too Late’ (KOMMU- 
NIST, No 3, 1989), the economist V.N. Bogachev turned 
his attention to this fact’ beginning in 1966, there has 
been a steady increase in thal part of money income that 
the population does not have the opportunity to spend 
and is torced to pul into savings accounts. According to 
his calculations for 1976-1979 and then from 1984 to the 
present, deposits are increasing by an amount larger than 
the entire increase in Money income, Without in any way 
disputing the basic idea of the scientist, I will risk 
expressing my doubts about the accuracy of the esti- 
mates. If the entire monetary increase went to savings 
accounts, what was used to pay for the increase in the 
commodity turnover? And it, as we saw, is measured in 
tens of billions. It 1s not significant here whether the 
commodity turnover increased because of real sales or as 
a result of higher retail prices, whatever the case, the 
commodities are paid for with cash. Or is it possible that 
the money was put into circulation from stockings? At 
the same time, according to my calculations, the main 
source of the increase in the commodity turnover was the 
rise in prices, so that one can agree with the author when 
he cleverly notes: “Well-being increased only in an 
abstract monetary torm.” 


2. V.1. Lenin, “Polnoye sobraniye sochineniy’’ [Com- 
plete Collection of Works}, Vol 44, p 157. 


COPYRIGHT: Zhurnal “Novyy mir’, 1989. 


INVESTMENT, PRICES, BUDGET, 
FINANCE 


Measures lo Stem Inflation Reviewed 
904401174 Moscow PRAVITELSTVENNYY VESTNIK 
in Russian No 26, Dec 89 p 8 


[Article by V. Senchagov, chairman of the USSR State 
Committee on Prices: “The Goal: To Hold Back Price 
Increases’ | 


{ Text] Unfortunately, despite the steps being taken, 
destabilization of money circulation and the imbalance 
of effective demand of the population are increasing. 
According to data of the USSR State Committee for 
Statistics [Goskomstat], unsatisfied demand currently is 
more than 165 billion rubles. The shortage of goods 1s 
expanding and becoming more acute. Saturation of the 
market with goods is lagging considerably behind the 
increase in personal incomes. Compared to the corre- 
sponding period of 1988, personal monetary income for 
January-October of this year increased 12.9 percent, 
while consumer goods production increased only 5.8 
percent. 


Certainly, all these negative processes have a powerful 
effect on the level of retai! prices and the assortment of 
goods being produced. Retail prices are increasing in the 
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country, which is expressed both in their direct increase 
for certain items and in the “erosion” of the assortment 
of inexpensive goods " 


In the current 5-year plan, as we know, state retail prices 
increased for wine and vodka tiems and for new kinds ot 
bread. As far as smoked sausage and smoked foods are 
concerned, their cost rose, since they began to be traded 
through consumer cooperatives at cooperative prices. At 
the same time, state retail prices tor similar imported 
products were also raised to this level. There were no 
other centralized measures in relation to retail price 
changes. 


However, it must be noted that the level of prices for 
potatoes, fruits, and vegetables, which were approved bs 
the councils of ministers of the union and autonomous 
republics and by local admunisirative bodies, have 
increased. In 3 years of the current 5-year plan, prices fo: 
potatoes increased 22 percent, and prices for vegetables 
increased 18 percent. 


Such is the situation today, and you would not call it 
simple. Judge for yourself. According to the USSR 
Goskomstat, the state retail price index in 1988 com- 
pared to 1985 was 103.6 percent. In other words, by 
increasing the list retail prices for individual goods, the 
entire mass of goods sold to the population became 3.6 
percent more expensive. But the increase in the average 
retail prices (of the actual sale) for all the most important 
groups of goods continued and was 7.3 percent for the 
period indicated. 


The process of retail price increases ts most graphic in 
light industry, for which intensive quotas for profit and 
volume of deliveries in retail prices have been estab 
lished. But enterprises have been granted the right to set 
temporary retail prices themselves with markups of up to 
15 percent (before the start of this year it was 30 percent) 
for new items (with the index ““N”’) and also, by agree- 
ment with trade, contract prices for particularly fashion- 
able items (without limiting the size of the markup). Ihe 
percentage of production of goods with the index “N” 
increased from 26.8 to 28.3 percent from 1985 through 
1988, and goods with the index “D” [contract] increased 
from 1.4 to 10.1 percent. 


The considerable increase in the output of goods at 
increased prices was wrapped up !n an “erosion” of the 
assortment of inexpensive goods. For example. Lenin 
grad light industry enterprises exceeded the quota for 
production of products with indices ““N” and “D" by a 
factor of 1.5 in the first half of the year, while they 
fulfilled only 90 percent of the plan for production of 
goods at fixed prices (without markups). The shortfall in 
various moderately priced products for the population 
was almost 100 million rubles. 


The output of goods at higher prices, ensuring an 
increase in production volumes in terms of value, 1s 
often accompanied by a reduction in their volume in 
physical terms. Thus, in 8 months, compared to the same 
period last yéar in light industry, the production of 
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hosiery increased 5 percent in terms of value, but in 
physical units their Output decreased 0.8 percent. Pro- 
duction of footwear increased only 2 percent, although in 
terms ot value the increase was 6 percent. 


In connection with the complication of the situation in 
the consumer market and the manifestation of negative 
tendencies in retail price formation directly reflecting on 
the standard of living of broad sections of the popula- 
tion, the USSR Supreme Soviet adopted the resolution 
“On Additional Measures To Stabilize the Consumer 
Market and Increase State Control over Prices.’ The 
resolution calls for a wide series of measures aimed at 
coordinating and regulating three most important ele- 
ments of the market: prices, supply of goods, and effec- 
tive demand. The main goal is to protect the interests of 
consumers, especially those with low incomes, during the 
difficult transition period of perestroyka. 


To do this, it is necessary to resolve the most urgent price 
problems and, above all, take steps to ensure social 
protection for low-income population groups. For this 
purpose, the USSR Council of Ministers has defined a 
list of high-demand goods, the level of state retail prices 
for which remains unchanged in 1990. 


In order to preclude an increase in retail prices for basic 
food products and certain socially important nonfood 
consumer items, restrictions on the use of contract prices 
are being introduced temporarily. Paragraph 10, Article 
17 of the USSR Law on State Enterprise (Association) 
relating to establishing contract prices for basic food 
products sold in state trade, other than potatoes, table 
grapes, fruits and vegetables, and products processed 
from them, and also for certain groups of socially impor- 
tant nonfood consumer items, primarily for children and 
the elderly, has been suspended for the fourth quarter of 
1989 and for 1990. Preparation of a list of these goods 1s 
being completed and will be approved by the USSR 
Council of Ministers by agreement with the All-Union 
Central Council of Trade Unions. 


At the same time, the USSR Council of Ministers 
directed that, beginning | January 1990, contract prices 
for new nonfood consumer items cannot be established 
with a markup of more than 30 percent of state retail 
prices. 


In order to prevent uncontrolled price increases for fruit 
and vegetable products and potatoes in conditions of 
using contract purchase prices for these products, the 
supreme soviets of the union republics have considered 
the question of establishing maximum retail prices, 
differentiated by seasons. If necessary, there is a possi- 
bility of paying subsidies from the local budget to make 
up the difference between the maximum retail and 
contract purchase prices. 


As 1s known, beginning this year, in accordance with 
earlier adopted resolutions of the USSR Council of 
Ministers, the composition of the state order passed on 
to the enterprises of light industry calls for a quota on the 
output of the most important groups of goods at socially 
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low prices for children and and the elderly. A list of these 
goods has been approved, and maximum prices have 
been established. The procedure for selling these goods 
must also be determined to guarantee they are acquired 
by the appropriate population groups 


A strict state discipline in forming and employing retail 
prices 1s needed to protect the purchaser from any 
attempts to violate the prices in eftect. The USSR 
Council of Ministers resolution “On Steps To Eliminate 
Shortcomings in the Established Practice of Price For- 
mation” calls for, in particular, creating in the country a 
unified nationwide system of monitoring observation of 
price discipline. 


The currently existing monitoring apparatus in price 
formation bodies, amounting to about 300 people for the 
entire country and for the entire mix of products, num- 
bering approximately 25 million, is simply physically 
unable to accomplish proper monitoring. The necessary 
number of inspectors-monitors, at one inspector for 
50,000 residents, have been allocated for all regions of 
the country in accordance with this resolution to ensure 
functioning of the monitoring system. 


These specialists have been added to the staffs of 
ispolkoms of local soviets of people's deputies. With the 
involvement of broad sections of the public, people’s 
control, trade unions, and the mass media, they have to 
create an effective barrier to unjustified price increases. 


The essence of all the measures 1n the area of prices does 
not boil down to prohibiting price increases completely 
Economically substantiated establishment of prices for 
goods varying in quality and consumer characteristics 
depending on this also assumes a different level of them. 
Here it is important that a wide assortment of goods 
(both inexpensive and expensive) always be for sale to 
satisfy the demands of the population having different 
income levels. 


To stabilize the consumer market, in addition to price 
measures, there are also measures planned for saturating 
the market with goods according to the rapidly growing 
effective demand of the population. In order to end the 
unjustified export of goods and products needed by the 
population, the USSR Supreme Soviet temporarily sus- 
pended (for the fourth quarter of 1989 and for 1990) 
Article 19 of the USSR Law “On State Enterprise 
(Association)” relating to the conclusion of agreements 
and contracts for exporting consumer goods and raw 
materials for their production above quotas established 
by the plan. It has also been considered expedient to 
institute licensing of exports of consumer goods and the 
main types of raw materials for their production. Now 
enterprises cannot sell their products abroad if they have 
not fulfilled the domestic market delivery plan. 


In 1990, as a part of the state order called for in the plans 
of economic and social development of the USSR and 
the union republics, production and delivery to market 
of the most important products of light industry will be 
determined in physical terms (fabric, clothing, footwear, 
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knitted wear, and hosiery). To a certain extent, this will 
limit allempts by enterprises to increase production 
volumes by setting prices too high. The opportunities for 
state order to influence the formation of a trade market 
are also expanding. Now, in addition to the planned mix 
of cultural and personal goods and economic goods, it 
also includes production of the main types of raw mate- 
nals of goods being completed and materials for their 
production, 


Ihe ministries and departments of the USSR and the 
union republic councils of ministers have also been 
instructed to take the necessary steps at the end of this 
year and next year to remove the tension in providing 
the population with many of the simplest goods— 
synthetic detergents, toothpaste, school uniforms, note- 
books, pantyhose, zippers, primary cells, razor blades, 
soap, and others. 


Quite naturally, the question comes up that objective 
information on price dynamics 1s needed to control the 
process of price formation. To this end, the USSR 
Goskomstat with the USSR Goskomtsen [State Com- 
mittee on Prices} have been tasked to develop in the first 
quarter of 1990 a system for calculating price and 
inflauion indices, and the USSR Goskomtrud [State 
Committee for Labor and Social Problems] with the 
All-Linion Central Council of Trade Unions have been 
tasked to prepare proposals for introducing appropriate 
compensation payments to the population with fixed 
incomes, especially low-income population groups. 


The question of the size, methods, and times of compen- 
sation to the population for the rise in the cost of the 
standard of living 1s also being examined, especially for 
low-income groups. In particular, methods are now being 
developed for calculating the minimum living wage. In 
the near future they will be submitted to the government. 


Ruble Convertibility, Price Reform Needed for 
Economic Success 

Y04 400554 Moscow EKONOMICHESKAYA GAZETA 
in Russian No 44, Oct 89 pp 4-5 


{Article by N. Petrakov, USSR people’s deputy, USSR 
\cademy of Sciences corresponding member: “Money, 
Prices and the Market’’] 


{Text} The difficulty of the current stage of introducing 
market relations and economic methods of economic 
management based on them is-that in our economy the 
monetary system has been effectively undermined. 


(i 1s now clear what set of measures has to be imple- 
mented to make the economy monetarily and financially 
sound. We must drastically reduce inefficient centralized 
state investment in industry (bringing the volume of 
capital construction in line with true capacities of the 
construction industry while adopting its structure to 
efficient structural changes in the economy); sharply 
raise, by 10-to-15 points, the share of production of 
consumer goods and services in the overall output; 
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accelerate the rate of conversion of defense industries to 
consumer production and turther cut military personnel: 
take decisive measures to direct the mass of consumer 
savings away from current demand (by selling apart- 
ments and summer homes, cars, etc. issuing special 
purpose bonds, selling shares and bonds, raising interest 
rates On time deposits, etc.), and stop practically auto- 
matic loans and other forms of government subsidies to 
poorly performing enterprises. 


First steps in each of these directions are being made. It 
can be debated how energetic and consistent they have 
been. One thing, however, 1s clear: a long time 1s needed 
to get tangible results in this area. For instance, changes 
in structural policy, even if we all rushed to carry them 
out, wi!! bear fruit only in 6-to-8 years. Other measures 
will produce tangible results (1.c., affecting the whole 
economy) in 3-to-5 years. Is this too long? Do we have so 
much time? 


I do not think so. At least two issues must be addressed 
immediately. The first 1s to create conditions to revive 
business activity for all economic units and all forms of 
enterprises. The second is to shift to the concept of an 
open economy, 1.e., incorporating the Soviet Union into 
the international system of division of labor on a modern 
(or, as it 1s fashionable to say now, civilized) basis. A 
qualitative leap in the technological level of production 
of goods to satisfy consumer demand can not be accom- 
plished without a broad economic and technical under- 
standing of the requirements of world markets. To 
accept the rules of the game of the international currency 
and financial system does not mean an unconditional 
surrender to the capitalist market. On the contrary, we 
hurt ourselves and miss a lot both economically and 
politically by remaining on the sidelines of world eco- 
nomic relations. 


To address the first issue we are objectively forced to 
implement monetary reform, since without a stable 
currency unit it would be unrealistic to expect commer- 
cial activity, enterprise and effectiveness of economic 
stimuli. The second issue requires a convertible ruble. 


Monetary reform must begin now, without delay, and it 
must be combined with making the ruble convertible. 


A stable currency unit js absolutely necessary for the 
incipient national market. If a market economy develops 
based on our inflationary currency, it will cause an 
explosive growth of prices, give marketplace advantages 
to monopoly state producers and individuals and groups 
with large financial and material assets which are usually 
illegally gained and trigger widespread demands for wage 
increases not based on better work but as an offset for 
price increases. Such a market will not last long. 


So, we desperately need monetary reform. But how to 
implement it? Immediately, on a tight schedule, or 
gradually? History has a variety of examples. The intro- 
duction of the gold currency in the USSR in 1922-24 isa 
form of soft monetary reform that seems more suitable 
for the current economic situation. We need a stable 
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monetary system not in general or as an end in itself, but 
as a means of rescuing the economy. A stable currency 
would serve the market economy sector. Naturally, this 
sector can not cover our entire economy and a transi- 
tional period would be unavoidable. 


if under these conditions we tried to introduce the new 
money everywhere at once, the heavy state sector with its 
inert system of administrative management would 
become a credit-generating mechanism and the benefits 
of monetary reform will be short-lived, disappearing 
quickly. It 1s not that monetary reform will allow to get 
rid at once of surplus cash (such surplus cash will emerge 
once again if structural and management ills of the 
economic system remain in place). Rather, monetary 
reform will fulfill its strategic goal if and only if our 
domestic currency 1s closely linked to the world currency 
system. This can not be done in one blow over the entire 
expanse of our country’s economic life. Yet, it can not be 
delayed, either. 


This means that the convertible ruble should first serve 
the sphere of activity of joint ventures, open sector 
enterprises (1.e., enterprises functioning as though within 
the world economic system) and enterprises producing 
export or potentially competitive goods (i.e., goods 
which provide direct import substitution). Such ruble 
has to have a real exchange rate vis-a-vis the European 
Currency Unit and the main international currencies. 


Naturally, a real exchange rate can emerge only if there 1s 
an internal currency market. 


The introduction of a convertible ruble into circulation 
does not release government agencies from the need take 
a decisive course to improve the monetary and financial 
system of the economy. First of all, the internal value of 
the “soft” ruble must be stabilized. 


The stabilization of the value of the internal currency 
unit is rendered more difficult as a result of the acute 
budgetary deficit. 


To fight the government budget deficit we must cut 
inefficient government spending. Of course, an 
extremely important issue in this area is to reduce 
defense spending and convert enterprises of the defense 
industry to civilian production. But investment policy as 
a whole must be revamped as well. 


Investment policy must be decentralized and based on 
economic efficiency indicators, as opposed to adminis- 
trative ambitions of state agencies and state planning 
entities. The Soviet economy needs to create a capital 
market. Banking reform could create competition in the 
area of capital supply. A system of commercial banks, 
including cooperative banks, would encourage economic 
enterprise, reasonable risk and economic competition. 
Pluralism in investment activities would also be fostered 
by the broad dissemination of share ownership as a form 
of concentrating and redistributing financial resources. 


NATIONAL ECONOMY 31 


A major problem in setting up a socialist market 1s 
developing a new altitude toward the price system. 


There are two alternatives for implémenting price 
reform and reforming the price setting system: to change 
the general level of wholesale, purchasing and retai! 
prices in one go or to review gradually and directly all 
types of prices while bolstering each stage by appropriate 
measures to effect strict control over the dynamics of 
enterprises’ and the population’s earnings, dismantle the 
investment system of distributing materia! resources, 
reduce inefficient government expenditures, improve 
investment policy, change the tax system and boost the 
role of banks in normalizing the money supply situation. 


One advantage of a one-time global review of prices 
(perhaps the only one) is a hypothetical possibility to 
sever in gne blow all past baggage, to make prices reflect 
the true state of affairs which has emerged as a result of 
structural policies of the past decades and to create 
formal conditions for industries to become self- 
financing—i.e., to clear perestroyka’s work space from 
dead wood in price policies. 


In my opinion, however, it would be practically impos- 
sible to realize this advantage because: 


—when prices for millions of goods are reviewed, it is 
impossible to take into account real conditions of their 
production and how efficiently each input is used. The 
correct concept put into the system at the top will 
inevitably translate into routine mistakes when a huge 
number of prices on actual goods are computed: 


—the preparation for a one-time revision of prices is 
always based on a wave principle, moving in a wave- 
like fashion from raw materials to consumer goods 
and services. Centralized price reform is nothing but a 
system of hidden and open subsidies to consumers for 
higher prices on producers’ goods. Such subsidies 
destroy the chance to use prices as a lever to encourage 
conservation of resources, more discrimination in 
selecting investment opportunities and balance of 
supply and demand in wholesale trade and on the 
consumer market; 


—price reform as a one-time government act will in the 
real economic situation mean running ahead of the 
pace of general reform, since the general conditions of 
a socialist market described above form extremely 
slowly. One-time price reform wiil not accelerate those 
processes. Rather, the other way around. Introducing 
market forces means giving life to prices and making 
them more flexible and dynamic. One-time price 
reform is a switch from one system of frozen prices to 
another; 


—and, finally, sudden reform of retail prices, which will 
take the form of a general significant price increase, is 
unacceptable socially and offers no benefits from the 
point of view of making the economy more healthy 








32 NATIONAL ECONOMY 


The second form of price reform as a gradual transition 
to a flexible, dynamic system of price setting seems more 
altractive. 


The following observations are due on this version: 


—wholesale prices in raw-materials industries should be 
raised in a coordinated manner in the course of 4-to-5 
years siarting in 1990 in order to bring them steadily 
into line with the absolute and relative price levels for 
raw materials and energy in world markets. This 
process should be generally completed by the end of 
1995: 


—wholesale prices for the output of the machine 
building industry and other pnmary industries should 
be regulated based on the need to shift steadily to 
wholesale trade. It is possible that at a certain stage 
two prices will exist for the same product: one will 
cover goods produced on state orders and another 
goods freely sold on direct contract with users or with 
State Supply agencies. (This process has already 
begun.) Free prices should be widely used also in 
selling technological innovations and when enterprises 
buy goods using their development funds. The USSR 
State Supply Agency should shift from organizing 
wholesale fairs to establishing goods bourses and auc- 
tions; 


—and purchasing prices should be set only for standard 
staple agricultural products, with as few special zones 
as possible. The strategic path to reforming the price 
setting system in agriculture is to set centrally the 
amount of rent charged while refraining from state 
interference into price-setting on actual prices. 


A shift to a flexible, dynamic system of retail prices given 
the surfeit of money in the hands of consumers would 
mean legalization of inflationary processes. This means 
‘that the government should reject separate and uncoor- 
dinated anti-inflationary practical actions and switch 
instead to developing a policy of managed moderate 
inflation. 


The system of wholesale and retail trade in consumer 
goods must also be radically reformed. The basis of such 
reform should be selling on consignment. 


U.S. Federal Reserve Member Recommends Gold 
Standard for Ruble 


90440020A Moscow IZVESTIYA in Russian 8 Oct 89 
Morning Edition p 4 


[Interview with Wayne Angell, U.S. Federal Reserve 
Board member, by M. Berger: “The Gold Standard, Not 
the Gold 10-Ruble Coin, Will Stop Inflation and Restore 
Confidence in the Ruble, Says the American Banker’’] 


[Text] Wayne Angell is a member of the Federal Reserve 
Board (Fed), the U.S. central bank. The Fed plays a key 
role in regulating the U.S. economy. Wayne Angell is 
known not only as a high-level financial administrator but 
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as an economist as well. His interests include the prob- 
lems of transition from a tightly centrally planned 
economy to a market economy. 


Recently, Wayne Angell was in Moscow where he met 
with officials from the USSR State Bank, scholars from 
the USSR Academy of Sciences’ Institutes of the USA 
and Canada, World Economy and International Relations. 
The Fed member spoke to our correspondent about eco- 
nomic reform in the USSR. 


[Berger] Mr.Angell, very generally, how did you see our 
economic problems from afar and what do you think of 
them now, having seen them firsthand, albeit for a short 
period of time? 


[Angell] Our countries are both great powers. We 
resemble each other as far as our wealth of natural 
resources 1s concerned. The desire for world harmony 
and prosperity is also our common trait. At the same 
time, I do not think that the USSR fully utilizes its 
natural, economic and other wealth. Faster socioeco- 
nomic development in your country would help to raise 
the welfare not only of the Soviet people but of other 
people of the world as well, as world resources would be 
used more efficiently. 


I do not consider myself an expert in the Soviet 
economy. This is why the ideas which I would like to 
share with you draw on the laws of development of any 
market-oriented economy, whether it functions based on 
private, public or mixed property. 


A market economy cannot function without proper 
money performing a variety of useful functions. It acts as 
the store of value, a universal tender in transactions and 
a means of savings and wealth creation. If a country’s 
monetary system helps maintain the price level stable 
and at the same time offers flexibility to balance money 
supply with the national economy’s need for cash and 
cred't the system functions successfully and provides a 
solid monetary anchor. 


Experience of monetary regulation in countries with 
market economies has seen several types of such 
anchors. As to centrally planned economies, here money 
is not required to perform its usual functions. This 1s 
why any country shifting from a centralized form of 
production to a decentralized, market economy faces the 
difficult task of creating a currency on a principally new 
basis, when the economy needs real money. 


[Berger] You have raised a very important issue. It can 
truly be called pandemic. The issue of currency circula- 
tion interests literally everyone in our ( ountry. Discus- 
sions about money supply and inflation can be heard on 
public transportation or at the stadium. It is hotly 
debated in many Supreme Soviet commissions and com- 
mittees, regardless of their purpose. Many means to fight 
inflation are being proposed. The range of ideas includes 
introducing universal rationing and a coupon system 
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‘the hot approach) and using a parallel currency or the 
gold iU0-ruble coin which bailed us out in the 1920s (the 
cold approach). 


| Angell] Maybe there 1s something I do not understand, 
but the view of the gold 10-ruble coin as a parallel 
currency 1S a misconception. As far as I know, the gold 
|O-ruble coin was introduced in the 1920s not as a 
parallel currency but as a means to overcome the defi- 
ciency of the money that was in circulation at the time. 
That is, it was introduced not as a complement but a 
replacement of the currency, and was quite successful in 
that task. In other words, we have here plain and simpie 
monetary reform, albeit carried out in an unusual 
manner. I think that in today’s conditions monetary 
reform is socially dangerous and ineffective from the 
economic point of view. 


You will not achteve your goals until the Soviet currency 
unit, the ruble, does not acquire the same purchasing 
power all over the country. The quickest and the most 
efficitent way to achieve this would be to introduce a gold 
standard. For monetary policy to keep the price level in 
check and to provide relative flexibility at the same time, 
a system to control money supply growth is needed. 
Your government should attach a fixed value to the ruble 
in gold and guarantee its convertibility at this rate first 
for Soviet citizens and later for the rest of the world. By 
taking this bold step, the Soviet Union will immediately 
get a Stable store of value, which 1s a necessary condition 
for the development of normal market relations. 


Without stable, credible money, you cannot expect 
Soviet citizens to support reforms, since the existing 
money provides little inducement. 


[Berger] Judging by the lines to jewelry stores, which 
have lengthened considerably of late, people not only 
still trust in gold, but their confidence in it has grown, 
something which could not be said of the ruble. Perhaps 
if your idea turned out to be acceptable and were 
adopted after a detailed study, people would stop 
viewing money as pieces of paper which lose their value 
every day, since every ruble would be guaranteed by a 
known and firmly fixed quantity of gold which one could 
get if one wanted. 


it may also stop the buying panic, the desire to invest 
increasingly cheapening money into anything, regardless 
of actual need. It may also be that the issue of intro- 
ducing: individual republican currencies, which some 
economists have raised in the Baltic republics, would 
lose its appeal. The Baltic will want to hold rubles which 
could be converted to gold, especially since the region 
does not have its own gold production. 


Indeed, it is an alluring prospect. But how feasible is this 
hypothetical proposal? 


{Angell} I have no doubt that a ruble supported by a gold 
standard will be viewed as a stable currency inside the 
country and as a potentially convertible currency in the 
world market. On the other hand, we must not forget 


NATIONAL ECONOMY 33 


that given the current slow pace of retorm, the msk of 
failure is extremely high, primarily because of the loss of 
confidence in the ruble and its inflationary devaluation. 


[Berger] But why the gold standard’ No other country 
currently uses this form of convertibility. 


[Angell] Do not forget that Western countries have been 
through a long period of gold convertibility, which gave 
their currencies stability that was not based on gold. The 
Soviet Union avoided this stage, but 11 may profit from 
it if its government bolsters its currency with a unit of 
gold. The ruble that is convertible to gold will radically 
simplify problems of controlling money supply, combat- 
ting inflation and mopping up excess money in the 
economy. The task of the State Bank and the Ministry of 
Finance will be limited to maintaining a certain convert- 
ibility rate between gold and the ruble. Without a gold 
ruble, the State Bank will not be able to solve this 
problem. In essence, it has neither the right nor the 
means to regulate the growth of money supply and ruble 
accounts 1n order to stabilize the ruble. 


But let us imagine that the State Bank. for instance, 
refuses to monetize the government deficit by printing 
money. But this will not be the best solution. Soviet 
citizens and your foreign partners will still have much 
doubt as to the future course of evenis. Contidence in the 
ruble’s stability will remain an open issue. 


The USSR has extensive gold reserves which are not 
used efficiently. Yet, they have a great power to infuse 
confidence into the government's monetary policy. 


[Berger] I can predict that among Soviet economists, 
both in academe and in government, your idea of the 
gold ruble will meet with serious opposition. I can even 
formulate the main objections to a gold-convertible 
ruble. There are two of them, generally speaking. The 
first one is related to the issue of what can and what 
cannot truly restore (te health of the monetary system. 
Most people are convinced that a healthy monetary 
system and a strong, stable ruble can only be attained if 
the goods market is fully saturated and balanced. In 
other words, as soon as we increase the efficiency of 
production, industry and agriculture and fill warehouses 
and shelves with goods, the ruble will become healthy 
and stable all by itself. It is in the production of goods 
and services, not in the area of money, that the key to 
improving money, credit and government finances must 
be sought. 


[Angell] Allow me to answer this objection first. It would 
have been preposterous to argue with the part of your 
thesis which states that a healthy organism 1s healthy in 
all of its parts. However, in the modern world such a 
Situation is extremely rare. All governments strive to 
achieve it, with a different degree of success. As the 
experience of Western countries has shown, a saturated 
goods market is no guarantee of a stable and balanced 
monetary system. Contemporary economic history 
knows many examples of less wealthy countries who 
have stable currencies, which 1s a powerful tactor helping 
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them to develop production, establish competitive 
industries and raise the living standard of their popula- 
tion. 


Thus, there is no automatic balance between the areas of 
goods production and of money occurring as wealth 1s 
accumulated. It is rather the other way around: central! 
banks in developed countries need greater and greater 
efforts and skills to regulate monetary flows. In a social 
market economy, there are profound and multifaceted 
interconnections and interdependence between these 
two areas. I emphasize the word interdependence, and 
not a one-sided dependence of the monetary area on the 
production area as the above-mentioned objection seems 
to assume. 


I am convinced that the improvement of the monetary 
system and the stability of the ruble must precede the 
restructuring of the economic system and not follow it. 
This is my opinion of the first objection. What is the 
other one? 


{Berger} This one stems from the fear that if the ruble 
were made convertible, a universal outflow of gold 
would occur and soon all the gold would transfer from 
government vaults to private hands. whereas all the 
economic problems caused by excess money supply 
would still be here. The end may be very sad: the 
convertibility would be abolished but the government's 
gold reserves would be exhausted. What can you say 
about this scenario” 


[Angell] I must state that your logic is based on the false 
understanding of the role of the gold convertibility of the 
ruble in the country’s monetary system. You think that 
gold in this system is like blotting paper, mopping up and 
pumping out all excess money. Something like a constant 
drainage system: no matter how much itt ranis money, it 
will all be taken out of circulation and into gold. This 1s 
a mistaken understanding of convertibility. 


Gold convertibility 1s not a drainage system. It 1s a 
fine-tuning mechanism for the central bank to regulate 
money supply. If the population buys more gold than 1t 
sells to the state, it is a signal that deflationary measures 
must be taken to reduce money supply by raising interest 
rates at savings banks and offering other inducements to 
save, such as selling attractive monetary instruments to 
consumers, apartments, homes, etc. it 1s also a signal to 
the government to reduce its budget deficit. 


With the help of these tools the government regulates 
demand for the metal and strives to achieve balance 
between purchases and sales of gold. The automatic 
element of this policy for the monetary system is the fact 
that the government guarantees the stable purchasing 
power of its currency. As you see, the gold convertibility 
of the ruble does not entail a complete sell-off of govern- 
ment reserves 


Of course, one must assume that some amounts of gold 
will be bought by the population. The exact quality will 
depend on how much confidence the population has in 
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government policy and its ability to defend the gold 
convertibility of the ruble. In any case, there is little 
probability that those who hold rubles would immedi- 
ately run to convert them to gold. Most people prefer to 
look at the screens of their color television sets and not at 
the golden glow in their saves. Consumer goods remain 
real and desirable objects. 


In addition, I should stress the unique situation of the 
Soviet government Unlike other governments facing a 
similar predicament, it has sufficient gold reserves to 
implement a reasonable economic policy while ensuring 
the stability of its monetary system and supporting the 
gold standard of the Soviet ruble. 


This is, in a manner of speaking, the conceptual! part of 
my answer. There is another, technical side of the issue, 
which should be decided by the government. This refers 
to the exchange rate for gold at which point the govern- 
ment declares its readiness to support the ruble and to 
defend it with all of its resources. Gold should not be 
made too cheap, otherwise reserves will be quickly 
exhausted. It should not be too expensive, either, for in 
this case it will be the source of additional inflationary 
pressures: the high price for gold will devalue the existing 
savings of Soviet citizens and in effect deprive them of 
their rewards for past labor. 


[Berger] Are there any scientific criteria for setting the 
optimal exchange rate between gold and the ruble? 


[Angell] As a benchmark for an exchange rate at which 
the price level is stable, you can use the international! 
ratio of gold prices and the price or wage levels. 


I think that the best rate is that at which supply and 
demand for gold are balanced. It 1s somewhere in the 
middle between the official rate and that of the black 
market. 


I would propose that Soviet officials first spend some 
time watching the internal gold market to find the 
answer to this question. My otherwise very !imited view 
is that, taking everything into account, the optimal price 
will be 45-47 rubles per gram or | ,450 rubles per ounce. 
This in turn represents a rate of 4 rubles per dollar, based 
on the world price for gold. Incidentally, the ounce could 
also be the optimal quantity for convertibility. 


At the same time, a rate equivalent to 2 or 3 rubles per 
dollar would be better from the point of view of doing 
justice to those who save a large share of their incomes, 
who put something aside for the rainy day and make 
sacrifices. To be sure, the choice of the optimal exchange 
rate for the ruble 1s not purely a technical matter but will 
in a large measure reflect the government’s economic 
policy. In any case, the current official exchange rate of 
the ruble, at the level of 65 kopeks per doilar (which 1s 
equivalent to 8 rubles per gram of gold). is clearly too 
high. On the other hand, the black market rate. where the 
dollar sells for 10 rubles (or 125 rubles per gram of gold), 
is clearly too low. 
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[Berger] Clearly, the introduction of the gold standard 
will greatly help us in solving the problem of making the 
ruble convertibie to other currencies, tn particular to the 
dollar. 


{Angell] The introduction of gold convertibility for the 
ruble will have the effect of making the Soviet currency 
convertible to all Western currencies based on the 
exchange rate implicit in the price of the quantity of gold 
in one ruble if sold at the current price in the world 
market. The Soviet ruble will immediately become inte- 
grated into the world currency system as a full-fledged 
convertible currency. 


I know how caretully Soviet government authorities 
approach the issue of the ruble’s convertibility. They fear 
the flight from the ruble to the dollar, with all the ensuing 
consequences. it should be admitted that these are 
well-founded fears. Indeed, this risk exists, which is a 
reflection of the lack of confidence in the ruble, a 
monetary unit without stable internal value. 


But the attitude of foreign currency markets to the ruble 
would change radically if the ruble became convertibie to 
gold. I am convinced, for instance, that the Soviet 
government would get an exceptionally warm welcome 
for its ruble-denominated securities on New York and 
London financial markets if the conditions for repay- 
ment, including the payment of interest, spelled out the 
right to convert to gold on the request of the creditor. I 
do not doubt that such securities would be snapped up at 
an interest level of 3 percent, which 1s the lowest level of 
sovereign interest rates for any country in the world, 
even compared to Japan. In the future, as they accumu- 
late experience working with Soviet securities convert- 
ible to gold, the markets may even lower the interest rate 
down to 2 percent 


Thus, the introduction of the gold standard would solve 
the problem of making the ruble convertible on external 
markets. I believe that as soon as the USSR government 
declares that it pledges all cf its assets to maintain the 
gold convertibility of the ruble, the demand for rubles 
will start to grow. Soviet citizens and toreigners will want 
to buy rubles and not to get nd of them 


[Berger] Your plan sounds very appealing. One may even 
get the impression that the gold standard 1s a panacea, 
the only condition for bringing about perestroyka’s suc- 
cess. 


[Angell] Not ai all. Other important questions remain 
concerning reforms needed to create market mechanisms 
whereby prices influence the distribution of resources 
and create stimuli, as well as the implementation of 
government tax policy. But I would advise you to intro- 
duce a monetary standard to avoid costly mistakes when 
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these important decisions are made. Without a stable 
ruble, Soviet planners and producers of material goods 
cannot take into account real economic forces and use 
them to assist development. In my opinion, deprived of 
a monetary standard of value. perestroyka loses a unique 
opportunity to harness market forces to help it achieve 
its goals. e 


REGIONAL DEVELOPMENT 


Interrepublic Trade Turmover Calculated in 
Domestic, World Prices 


904401044 Moscow ARGUMENTY I FAKTY in 
Russian No 50, 16-22 Dec pp 6, 7 


[Interview with I. Pogosov, first deputy chairman of the 
USSR State Committee tor Statistics, by A. Arkhipov, 
under “A Specialist’s Point of View” rubric: ““How Much 
Does Independence Cost?’, first paragraph is ARGU- 
MENTY I FAKTY introduction] 


[Text] Who is feeding whom? There are frequent debates 
on this subject in our union republics. Many regions of 
our federation will go over to territorial cost accounting 
beginning in 1990. How can the commodity turnover 
among the repubdlics be assessed tairly and without 
offense if the imperfection of the domestic system of 
prices is common knowledge? Our correspondent A. 
Arkhipov talks about this with I. Pogosov, first deputy 
chairman of the USSR State Committee for Statistics. 


[Arkhipov] Igor Aleksandrovich, the press presented 
some figures characterizing the importation and expor- 
tation of goods among the republics in domestic prices. 
It became known that these indicators were also calcu- 
lated in the prices of the world market. What was the 
purpose”? 


[Pogosov] In commodity trade, many republics consider 
the domestic prices to be unfair and in conflict with 
world prices. It was precisely for this reason that we 
decided to determine how the commodity trade among 
the republics would look ir the prices of the world 
market. 


In world prices, the total turnover of output under 
interterritorial economic ties amounted to 306.9 billion 
currency rubles in 1987. It is made up of two parts: the 
exchange of domestic output among the republics 
amounting to | 77.7 billion rubles and the external trade 
component (exports and imports) totaling 129.2 billion 
rubles. In terms of the total volume of imports and 
exports calculated in world prices. all of the republics 
except the RSFSR have a passive balance (a remainder). 
This is very evident in the table. 
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Total Volume of Exports and Imports of Output by Union Republics in 1987 





(in domestic and world prices: millions of rubles 

































































Imports | Exports Excess of imports (-) or exports (+) 
Republics _ In domestic prices in world prices | In domestic prices In world pnces In domestic prices In world prices 
RSFSR 131,471 99.259 | 102.711 140,543 -28,760 41,284 
Ukrainian SSR 50,179 49.374 | 43,998 43,956 -6,181 -5,418 
Belorussian SSR 17,707 8,961 | 18,854 16,469 1,157 2,492 
Uzbek SSR 12,974 Te 8.974 6.959 -4,000 4,362 

— + 

Kazakh SSR 16,352 16,147 | 8.811 8,494 -7,541 -7,653 
Georgian SSR 6,059 5,286 | 5.744 3,515 -325 “1,771 
Azerbaijan SSR 5,554 5.161 6,763 5,113 1,209 -48 
Lithuanian SSR 6.968 7,861 5,870 4,326 -1,098 -3,535 
Moldavian SSR 5,915 5,055 §.627 3,185 -288 -1,870 
Latvian SSR 5,593 §,271 4,693 3,550 -900 -1,721 
Kirghiz SSR 3,490 2,924 2,324 | 1,519 -1,166 -1,405 
Tajik SSR 3,451 2.867 | 2,264 | 1,558 ° “1,187 -1,309 
Armenian SSR 4,071 3,025 3,937 2,486 -134 -5§39 
Turkmen SSR 2,925 2,605 2,447 2,500 -478 -105 
Estonian SSR 3,633 3,316 | 2,944 1,964 -689 -1,352 




















{[Arkhipov] And what would be the picture of interre- 
public economic ties for the volume of output of 
domestic production if the reciprocal accounting among 
the republics was accomplished in world prices? 


[Pogosov] This, it 1s true, cannot be seen in the table but 
only two republics would have a positive balance in 
world prices for the interrepublic exchange of domestic 
output: 28.5 billion rubles for Russia and 211 million 
rubles for Azerbaijan. The remaining republics would 
have negative balances—from 28 million rubles for 
Turkmenistan to 6.6 billion rubles for Kazakhstan. I will 
add that as for the second component, foreign economic 
ties, three republics would have exports exceeding 
Tmports in such a case: 12.817 billion currency rubles for 
the RSFSR, 130 million for the Uzbek SSR and 57 
million for the Tajik SSR. 


This has to do with the fact that for the majority of the 
union republics the prices in the worid market are less 
favorable than the prices within the country. The output 
of light and food industry is relatively less expensive in 
the world market than in the domestic market, whereas 
petroleum products, gas, ferrous and nonferrous metals 
and many kinds of equipment are significantly more 
expensive in the world market than within the country. 
For this reason, many republics under the conditions of 
reciprocal trade under domestic prices actually receive a 
gain, acquiring raw materials and equipment at prices 
lower than those in the world market and exporting 
output from light and food industry at higher prices. 


{[Arkhipov] And what does the 1mportation and exporta- 
tion of output between the republics look like in terms of 
the domestic prices actually in effect? 


[Pogosov] In all union republics except for the RSFSR, 
Ukrainian SSR and Turkmen SSR, the overall picture 
for imports and exports looks better under internal 
prices than under world prices. In particular, it is better 
by 3.6 billion rubles in Belorussia, by 400 million rubles 
in Uzbekistan, by 1.4 billion in Georgia, by 1.3 billion in 
Azerbaiyan, by 1.6 billion in Moldavia, by 800 million in 
Latvia and by 700 million rubles in Estonia. 


In interrepublic trade in domestic output under internal 
prices, the greatest surpluses of exports of output over 
imports were 3.6 billion rubles in Russia, 3.1 billion in 
Belorussia, 2 billion in Azerbaijan and 1.6 billion in the 
Ukraine. The Central Asian and Baltic republics and 
Kazakhstan have negative balances. 


{Arkhipov] How, then, can one really assess the influence 
of world prices on the relationship between imports and 
exports? 


[Pogosov] In the Moldavian SSR, for example, the 
overall balance of imports and exports in world prices 
would have worsened by 1.6 billion rubles in comparison 
with internal prices. The republic’s economy would have 
suffered significant losses of 1.602 billion rubles in the 
output of the food industry, which is predominant in its 
exports, and 212 million rubles in agriculture, because 
world prices are lower than those set in the USSR by a 
factor of 1.9 for the products of viniculture, by a factor of 
4.2 for the fruit and vegetable industry, by a factor of 4 
for the tobacco industry and by a factor of 3.1 for meat 
and meat products. 


In the Lithuanian SSR in 1987, the balance of imports 
and exports of output in the prices of the world market 
would have worsened by 2.4 billion rubles in comparison 
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with internal prices. Thus, whereas in internal prices the 
received oil cost 381 million and the gas 108 million 
rubles, the respective world prices are 1.555 billion and 
265 million rubles. In world prices, Lithuania would 
have received significantly less for the export of its 
traditional goods: knitted goods (277 million rubles), 
meat and meat products (also 277 million), milk and 
dairy products (112 million) and fish and fish products 
(70 million), because the interna! prices for these prod- 
ucts are higher than world prices by factors of 3.2, 3.1, 
1.9 and 1.8, respectively. 


The Ukrainian SSR would have improved the balance of 
imports and exports of output in world prices by 763 
million rubles, primarily through the export of the more 
expensive Output of ferrous metallurgy (by 975 million 
rubles) and machine building (2.919 billion) and would 
lose in the importation of the more expensive products 
of the petroleum and gas industry (5.747 billion) and the 
exportation of food products less expensive in the world 
market (3.099 billion rubles). 


As for the RSFSR, the dramatic improvement of the 
balance of imports and exports in world prices by 70 
billion rubles would take place pmmarily through the 
exportation of the products of the oil and gas industry 
more expensive in the worid market, accounting for 31.8 
billion rubles, and machines and equipment, accounting 
for 10.1 billion. Also through the importation of less 
expensive products in light industry for 12.0 billion, the 
ouput of the food industry for 11 billion and agricultural 
roducts for 4.4 billion rubles. 


[Arkhipov] What criteria are decisive in the examination 
of the prospects for economic independence? 


[Pogosov] The economic independence of the republics 
is characterized more than the balance of imports and 
exports of output by the relationship between produced 
and utilized national income. Precisely it is affected by 
the results of the preceding social and economic devel- 
opment, the discrepancy between the prices for the 
output of the extracting and processing branches, the 
capital-output ratio and the conditions for the produc- 
tion and sale of output subject to the turnover tax and 
subsidized output. Al! of these circumstances must be 
reflected in the consolidated financial balance of the 
territory. 


There Are Also Other Opinions 


G. Tynspoyeg, first deputy chairman of the Council of 
Ministers of the Estonian SSR: 


The casuistry with figures that we are talking about here 
is rather senseless, because the country has no up-to-date 
methodology to determine the balance of trade among 
the republics. For under contemporary conditions it is 
quite senseless to use rubles to establish equivalent 
exchange. According to these data, the entire country 
except for Belorussia and Azerbaijan is working at a loss 
in internal prices and Russia is the only exception under 
world prices. Meanwhile, according to the data of the 
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State Committee for Statistics published in No 49 of 
ARGUMENTY I FAKTY, the average market price of 
potatoes in October 1989 was 58 kopecks and the state 
price was 20 kopecks. But all of this time Estonia 
supplied Moscow with potatoes at the price dictated to 
us of 12.5 kopecks per kilogram, that is, below produc- 
tion cost. Did they really ask us when they raised the 
prices for mixed feed and farm iachinery and thereby 
did not give us an opportunity to raise purchase prices 
for meat and mulk? The losses merely through the 
increase in prices for mixed feed amounted to 75 million 
rubles. 


We fought for economic independence and we want to 
introduce our Own currency so that no one can call us 
parasites. We will live on what we earn. It 1s time to get 
away from blame and suspicions and from delivenes and 
obligations and to move toward mutually advantageous 
trade. 


Yu. Blokhin, deputy director of the Planning Institute of 
the Moldavian SSR Gosplan and people’s deputy from 
Kishinevy: 


The interbranch balances that serve as the basis for the 
data presented here and that were calculated under 
internal and world prices are estimated and provisional. 
And in no case can they serve to indicate that some 
republic or other is not living according to its means. For 
they characterize the scale of commodity exchange and 
the closeness of cooperation among the republics, which 
are parts of a single national economic complex. And 
they cannot show the real efficiency of each of them 
individually. Consideration should be given to the 
unequal capital intensiveness of production in the repub- 
lics, the different profitability for the same output and 
the cconomically incorrect approach to the payment of 
State subsidies. Especially for agricultural output. For the 
payments are not made by ~°>nsuming regions but by 
producing regions. A large and narmonious family does 
not calculate who ate how much. It is another matter 
when there is a divorce 


Republic Economic Autonomy Viewed With 
Caution 


90440040A Moscow TRUD in Russian 25 Oct 89 p 1-2 


[Interview with V. Kvint, doctor of economic sciences 
and deputy chairman of the Scientific Council for 
Regional Economics of the USSR Academy of Sciences 
by TASS correspondent, Yu. Vorobyevskiy: “The 
Nationality Question and Perestroyka: Not To Miscal- 
culate the Main Thing] 


[Text] The slogan image of a “unified family” personi- 
fied for decades our friendship among the people of the 
USSR. How many holiday poSters of international round 
dances were printed! However, today hands are no 
longer clasped in round dances. Records are being main- 
tained. Friend to friend. 
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“How can we relate to this?” such was the question with 
which a TASS reviewer began a discussion with Doctor 
of kconomic Sciences and Deputy Chairman of the 
Scientific Council for Regional Economics of the USSR 
Academy ot Sciences V. Kvint 


[V. Kvint] It was not too long ago that my Estontan 
friends yoked: our republic ts the most independent. In 
the sense that nothing was dependent upon it. Today a 
wreat deal is dependent upon those who have found 
economic independence in Estonia and Lithuania, Right 
up to international stability. Let us give proper credit to 
our Baltic friends: they were the first to pose the neces- 


sary question regarding the economic relationships of 


republics. However, I was immediately alarmed by thet 
proposals for regional cost accounting. First of all, frank 
ness is not enough for perestroyka. The impression ts 
created that the chief goal is political autarchy. For the 
sake of this idea, the eyes of many have been closed to 
the real facts. The republic’s population should be 
informed regarding the threat to their standard of living 
it wall decline inevitably if retaliatory measures are 
undertaken by Russia in response to Baltic cost 
accounting. And this is by no means political pressing 
Economic protection must not be unilateral in nature: it 
is Only in some marriage contracts that a husband ts 
obligated to support a wife following divorce. 


{[Yu. Vorobyevskiy] However, the chairman of Gosplan 
for Estonia believes: “If the price policies are changed 
the republic’s economy will immediately reflect the 
actual cost of such action.” 


[V. Kvint] Let us begin with a fantasy that is popular at 
the present time. The fact that in the Baltic there are fine 
prospects for the development of scientific-intensive 
branches and that here they are capable of entering the 
foreign market with agricultural products. However 
compare the production costs in Estonia against those in 
developed European countries. In the case of mulk, 
Estonian expenditures are higher by a factor of 2.9, 
meat—by a factor of 2.8 and so forth. 


Today only 2.2 percent of the industrial output of 


Estonia is being exported. It earns less than one third of 


the currency consumed. Where do the funds come from 
for the development of high technologies? 


At times, the intra-union prices for Estonian industrial 


goods exceed the international prices by a factor of 


10-20. On the other hand, the republic obtains high 
quality fuel-energy raw materials from Siberia at prices 
which are lower than the international prices by a factor 


of 3-7. Moreover, the production cost for each ton of 


petroleum 1s increasing with each passing year. The 
extraction of petroleum has been declining since the mid 
1980's and yet Russia is fulfilling its obligations for 
intra-union deliveries 


Meanwhile, a reduction in these deliveries by only one 
fifth would result in a 40 percent drop in production in 
the Baltic area. Thus, when converting over to cost 
accounting, Estonia has an alternative: to pay for the 
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hydrocarbon raw materials at its true price or to expand 
the extraction of its own combustible shale. True, the 
second variation 1s fraught with negative ecological 
consequences, But Moscow appears to be in no hurry to 
engage in intrigues 


Such ts the balance in prices. And it must be clear to each 
economist who 1s not trailing behind excited demonstra- 
lors 


[Yu. Vorobyevskiy| However, tt ts not only the prices 
which determine the fairness or lack of tairness in the 
interrclationships between regions, 


[V. Kvint] Yes, Estonia, tor example, distinct from 
Russia, assigns all of its income tax to the budget and 
approximately 98.5 percent of its turnover tax. More- 
over, i should be borne in mind that here there are many 
enterprises of domestic instrument making and light 
industry. And their products—have a high specific 
weight in turnover tax, distinct for example from the 
output of the extractive branches of Siberia. 


[he equalization of socio-ecological development among 
the republics over the decades was carried out in a 
‘unified family’ mainly by means of an elder sister— 
Russia. However, it has now been turned into Cinder- 
ella. Those who tightened up their system in terms of 
many parameters have advanced forward. And the 
inertia of former policies only increases the unfair dif- 
ferentiation. And here there are not only the obvious 
forms discussed by M.S. Gorbachev tn his report on the 
party’s national policies under modern conditions. Many 
channels known to many specialists still exist for pro- 
viding “support” for the tormer national outlying dis- 
tricts. 


{Yu. Vorobyevskiy] And nevertheless it 1s possible that 
the Baltic republics will become more convinced 
regarding these calculations, given the visible example of 
Finland which has obtained its independence 


[V. Kvint] If the republics could return to the beginning 
of the century, th 1 quite possibly they would find their 
own place in the economic system of the West. But there 
is no time machine. Today the international markets 
have been divided up with nothing left over and a system 
of economic relationships has been formed. And 
Estonia, for example, can go nowhere alone. This can 
only be accomplished together 


{Yu. Vorobyevskiy] Obviously, there exists the hope that 
economic assistance will be received from abroad. 


[V. Kvint] We are already convinced that the Baltic has 
nothing to make payment with and that nobody will feed 
millions of people free of charge 


History cannot be rewritten anew. We cannot go forward 
by always glancing backwards. However, it sometimes 
pays to look back. I have in mind those resources which 
were invested by the union 
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(Yu. Borobyevskiy] Viadimir Lvovich, this sounds like a 
reproach and reproaches are annoying. Moreover, you 
have always been referred to as an individual from the 
center, an interested individual, 


{[V. Kvint] Here then ts a view for you trom the side. An 
evaluation by Nobel laureate V. Leontyev, with whom | 
recently held a discussion. He conducted such a compar. 
ison with former capital investments: consideration was 
never given within a family as to whether or not the 
children were indebted to their parents, but if a child 
presented material claims to his father or mother, then 
the latter had the right to estimate how much they had 
invested in their child. 


It is in this regard that certain positions set forth in the 
draft USSR law entitled “Economic Independence ot the 
Lithuanian SSR and the Estonian SSR,” prepared tn 
committees of the USSR Supreme Soviet, arouse bewil- 
derment. For example, “Prior to the enactment of this 
law, the union ministries, committees and departments 
will transfer enterprises and economic organizations, 
with all of their fixed and working capital, over to the 
republic’s people free of charge.” 


[Yu. Vorobyevskiy] Gifts will be inappropriate in those 
areas where attempts are made to introduce economic 
interrelationships. Particularly in view of the fact that 
their value consists of contributions made by all of the 
republics. During the Ist Session of the USSR Supreme 
Soviet, during which the draft law was approved during 
the first reading, many questions were raised. However, 
a reply was usually forthcoming from the presidium: this 
is a complicated problem and so let us not raise it at the 
present time. 


In all probability, the theoretical problems should be 
resolved first before handing down a decision. 


[V. Kvint] Unfortunately, economics often fails victim 
to politics when discussing economic matters. But 
indeed certain problems are inevitable and in all proba- 
bility aC ministrative measures will be applied. 


Can discussions concerning Baltic paper money and 
customs I:mits really be referred to as attempts at intro- 
ducing eco.romic mechanisms. These are al! measures of 
a certain type and they are in conflict with the concept of 
an all-European edifice and with the realities of modern 
times. Integration processes are taking place within the 
framework of the “common market” and the monetary 
unit “‘ekyu”’ has been created and is already being used 
We have forgotten the axiom: the greater the restrictions 
the lower the level of optimization. 


{[Yu. Vorobyevskiy}] The same holds true for the prob 
lems of the so-called migrants. They are simply con- 
fronted by a barrier. And indeed, there are tn all proba- 
bility democratic and economic methods for resolving 
the situation. 


[V. Kvint] Let us assume that a local soviet gives its 
consent to developing the capabilities of a particular 
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enterprise and yet this requires that specialists be invited 
in from other regions. Thus the enterprise must make a 
payment into the local budget for each one of them. An 
amount which would compensate for the expenses tor 
the infrastructure, professional training and others. For 
the Baltic 1t would scarcely exceed 17,000 rubles, 
whereas in Siberia the enlisting of one worker costs 
25,000 rubles and there the cost of living is higher 
Enterprises are presently paying 200-300 rubles per 
individual, but even this miserly amount is being added 
to the union budget. “I had hoped for at least one half of 
these withholdings,” I was told recently by the mayor of 
Riga and USSR people’s deputy A. Rubiks, “but it 
turned out that in USSR Minfin [Ministry of Finance] 
the budget was reduced by precisely this amount for 
other items.” 


What does the local budget often consist of? In 
Borzhom), where tens of thousands of people annually go 
to restore their health, it obtains from such recreation 
only 15,000 rubles annually—for the disorganized regis- 
tering of guests. The buildings are decrepit and the 
surrounding environment leaves a great deal to be 
desired. According to international standards—-they are 
but ruins Meanwhile, all of the economic systems {rec- 
reation 1s an industry) must be developed in those areas 
where the best conditions are available. 


And here ts stl another Georgian example. The produc- 
tion cost for the Kolkhida automobile is several times 
higher than that for the equally powerful Kamaza. Thus, 
does it make sense to produce these vehicles in Georgia 
if economic production 1s not ensured there? The recre- 
ation industry, tourism and agriculture—these should be 
the republic’s priorities 


We are losing up to 15 percent of our national income a: 
a result of the inefficient distribution of productiv: 
forces. How were many problems solved earlier? Some 
body from among the “rulers of destiny” would go out 
into the country, to a certain region and examine the 
situation—a chemical combine that requires an entire 
lake of water 1s under construction in Central Asia 


[Yu. Vorobyevskiy] And indeed these expenses are cov- 
ered by somebody's account! 


[V. Kvint] Certainly. Any uneconomic action is unfair 
In Sverdlovsk and Donetsk oblasts, for example, we find 
the oldest fixed capital, the highest labor productivity tn 
the country and almost the lowest standard of living for 
the population. 


{Yu. Vorobyevskiy] Thus it 1s by no means an accident 
that Wiese regions are troubled by numerous strikes. 


[V. Kvint] Yes, 1t is possible, based upon economic 
analysis, to forecast the most troublesome spots. This 
applies to conflicts which are purely national in char- 
acter 


Let us take the events in Novyy Uzen. It was 3 years ago 
that, together with economist Z. Yuzbekov, we directed 


’ 
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attention to the fact that all of the conditions required 
for a conflict had been created there. Dagestan 1s trou- 
bled by the problem of having too many hands and thus 
many people found work at enterprises in Kazakhstan. 
But there were no normal transport lines and thus many 
were forced to settle, together with their families, in 
Uzen, Shevchenko and Novyy Uzen. Every 1,000 
workers here annually create 3.5-4 million more rubles 
worth of net output than is produced in Dagestan. One of 
the consequences—an intensification in the lack of bal- 
ance in commodity and monetary means in both regions, 
which in the absence of transport communications did 
not become a unified complex. 


We made a recommendation: if the ferry crossing across 
the Caspian Sea in the region of Baku 1s not operating at 
full capability, then the next one should not be built in 
the same vicinity as desired by the local planning insti- 
tute. Instead, 1t should be built from Dagestan to Mangy- 
shlak. But our recommendation was ignored. Yes and 
neither the government nor the newspapers paid any 
attention to the economic basis of this conflict. Conflicts 
bring about dissatisfaction among the cooperators over 
purely national differences. 


{Yu. Vorobyevskiy] What constructive conclusions can 
be drawn from the above? 


[V. Kvint] First of all, regional cost accounting is a 
creation of perestroyka and at the same time its greatest 
danger. It is fraught with an aggravation of the conflicts. 


Complete cost accounting can be found only among the 
producers of goods—among enterprises. A region carries 
out mainly social and political functions. From an eco- 
nomic standpoint, it must merely regulate the pro- 
cesses—with the aid of tax and amortization policies and 
so torth. 


Thus our discussion must not be about complete cost 
accounting, but rather about organizing truly economic 
relationships between an enterprise, region and a unified 
national economic complex. 


|Yu. Vorobyevskiy] Some interesting thoughts were 
expressed in this regard by the director of the Viennese 
Institute of Economics and Politics Professor _. Bauer, 
with whom I recently held a discussion. This represen- 
tative of the small state of Austria, where the advantages 
of large markets and inter-regional cooperation are 
understood, noted with bewilderment the separatist ten- 
dencies in the USSR. A system of mutual dependence ts 
presently being created in Europe, a system which 
already exists in large measure in the USSR. Instead of 
improving it, the Soviet Union 1s taking a backward step. 


[V. Kvint} The effectiveness of regional economics 1s 
presently dependent first of all upon inter-regional and 
not intra-regional relationships. This is a truism. More- 
over, one must take into account the prevailing realities. 
Of 150 branches and sub-branches in Estonia, only 18 
are oriented only towards internal needs. The situation ts 
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the same in the other republics. All are aware of the 
results of the bref and incomplete railroad blockade of 
Armenia. 


{[Yu. Vorobyevskiy] L. Bauer believes that it 1s precisely 
when inter-regional relationships are working poorly 
that the most conservative of ideas tend to appear— 
national autarchy. Instead of optimizing the work of a 
single complex, they begin to say: it was better earlier 
when we lived by and for ourselves. 


[V. Kvint] If we allow for realization of the thought 
expressed by V. Rasputin concerning the non-separation 
of Russia, then it nevertheless remains a great and 
self-supporting state. In my estimation, only the RSFSR, 
the Ukraine and Belorussia, out of all of the republics, 
are capable of resolving independently the problems 
confronting them. Let us take the prospects for the 
convertibility of the ruble. Russia’s foundation for this— 
gold, diamonds and mineral reserves. And the Baltic? 
What can serve to support its mythical currency given 
the present level of development of its productive forces? 


[Yu. Vorobyevskiy] Yes, the time is at hand for studying 
exactly what it is that binds the republics together— 
command means or economic interests. 


{V. Kvint] Let us take the problem of equivalency of 
inter-republic exchange. Economic relationships must be 
established in the future with the active participation of 
the soviets at all levels. For it is the elected deputies of 
soviets and not assigned departmental officials who must 
define the priority trends for territonal development. 
The possibility of carrying out better production opera- 
tions than others and with fewer expenditures must 
become the criteria. Their level must become the base for 
the formation of prices that will be equally fair for all 
concerned. 


{Yu. Vorobyevskiy] But are the soviets ready to accept 
executive authority? Indeed, at times the ministries have 
dozens of NII's [scientific research institutes]. 


[V. Kvint] In criticizing K. Kautskiy, V.I. Lenin noted 
his respect for the ministnes. But in his writings, 
Vladimir Ilich asked why the ministries could not be 
replaced by committees of spectalists attached to all- 
powerful and completely autonomous soviets. 


Typically, under Lenin 85 percent of the enterprises were 
turned over to sovnarkhozes [economic councils], which 
operated based upon the rights of soviet departments. 
That 1s, they were subordinated to elective organs. V_I. 
Lenin emphasized the advantage of Soviet authority 
compared to the bourgeois parliamentary system and he 
viewed it as destroying the void between legislative and 
executive authority. However, by the end of the 1920's 
the sovnarkhozes of the Leninist type were being elimi- 
nated. And subsequently Stalin reinforced this constitu- 
tionally by means of a counter-revolutionary change in 
the sphere of management 
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The soviets even became weaker than the czarist zem- 
stvos [elective district councils in pre-revolutionary 
Russia}. In his writings, Lenin stated that they were 
capable only of repairing roads, building hospitals and 
tinning wash-stands. 


[Yu. Vorobyevskiy] Yes, at the present time the soviets 
for all practical purposes possess only legislative 
authority. But by no means all of it! Executive authority 
rests with the branches and departments. And they, in 
the manner of favorites, burst into a territory and stir up 
discussions On intrigues in the center. 


[V. Kvint] It is possible to understand the indignation of 
an Estonian and also a Tajik or a Russian when enter- 
prises appear on their lands which enjoy, in essence, the 
right of extraterritoriality—as the embassy of a foreign 
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State. But the pilfering of property that was created 
jointly, not only departmental but also of a national 
nature, 1s dangerous 


ihe principle of economist Pareto, espoused at the 
beginning of the century, 1s well Known in science. Given 
Our situation, it can be interpreted as follows: the stan- 
dard of living for people and economic efficiency in any 
of our soviet republics can be raised only so long as 
nobody's interests are iniringed upon. Otherwise the 
response-reaction wall necessarily lower the overall indi- 
cators. 


{Yu. Vorobyevskiy] Thank you, Vladimir Lvovich, for 
this discussion. At the present time, our “unified family” 
needs a revenue inspector 
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AGRO-ECONOMICS, POLICY, 
ORGANIZATION 


Ligachev, Others Discuss Slow Progress in 
Leasing 


Y904B0020A Moscow AGITATOR in Russian No 19, Oct 
89 pp 16-21 


[Article by V. Krestyaninov: “Leasing—Why Are We 
Hesitating?’’] 


{Text! More and more letters are being received by the 
editors of newspapers and magazines, including AGI- 
TATOR, and by television and radio stations which ask 
the alarming question, ““What is happening to leasing? 
Why are we hesitating?....’ Yes, there are impressive 
examples; actually people double and triple production 
over a short period of time. But in stores the situation 1s 
worse and worse. Is it possible that we will finally end up 
with ration cards’... 


There are the perplexities, and the statistics that confirm 
them—only one out of 10 enterprises has made the 
transition to lease relations in our country so far. 


What is the problem? I think that the change will begin 
only when answers are provided everywhere to the 
question: To whom does the land really belong and who 
really has the right to dispose of the fruits of his labor? 
Meanwhile the kolkhoz chairman organizes one lease 
brigade or family farm for the sake of appearances, for 
this same reason one sovkhoz in the rayon is trans- 
formed into a cooperative association and appears to be 
intensively studying “new forms of economic interrela- 
tions.” 


Is it possible to have not one but two or three lease 
brigades within an enterprise’ Fully possible! They will 
function excellently. But they will ‘eat’ almost the entire 
annual wage fund and there will be nothing left with 
which to pay the other collectives. In the same way 
within the framework of the rayon it is possible to have 
one or two demonstration enterprises, with greater alio- 
cations of fertilizer, dependable technology and mixed 
feed for them...At meetings and conferences there should 
be calls to follow leaders. All of this has already been 
done once. And for what purpose? 


Let me remind you of a bitter story. It occurred in 
Novokubanskiy Rayon in the test enterprise of the 
institute where our and foreign field technology was 
being tested. For several years I, along with the well- 
known independent link leader Viadimir Yakovlievich 
Pervitskiy and his comrades, tried to prove the advan- 
tage of plowless cultivation and early purposefully sparse 
sowing of winter wheat. 


Then we had the famous harvest during which the new 
Kolos and Niva combines were being tested. Plant 
chairmen believed and disbelieved their results. Each 
hectare was producing 80 quintals of excellent grain and 
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more! Three times they stopped, remeasuring the 
area, SO plus, On an arca of 134 hectares 


It would seem that we could be more than overyjoyed— 
we could be exultant. But the rayon administration came 
to the edge of the field where we were sitting. They 
expressed congratulations on the record, of course, and 
then said to me 


“If you write about this for your KOMSOMOLSKAYA 
PRAVDA and then itis printed, there will be a telephone 
call from Krasnodar. They will reproach us for false 
modesty, saying that we are not reporting on an out- 
standing result, and will oblige us to submit an addi- 
tional equal amount of grain, which would require a 
superhuman effort. So it is better that you write noth- 
ing. 


This is how things can happen in the harvest, in milk 
yield. After all money, fertilizer, spare parts and fuel—all 
of this 1s on a poverty-stricken level, which the civilized 
world forgot about long ago. 


Let us take specialists. There are dozens of them in 
enterprises, after all. And there are more in the rayon, in 
the oblast...What should our attitude be towards them? 
They are not needed by either leasees or by persons who 
give orders—brigade leaders, link leaders and consult- 
ants. The leasee will hire them, and not every specialist 
by far 


Such obstacles exist at every step here. The prices for 
equipment, services and spare parts are increasing cata- 
strophically, but grain and potatoes sell for nothing. 
Mineral water 1s more expensive than milk. This is the 
reason tor the question: Why are we hesitating? 


We decided to deal with the economic situation in the 
village, with leasing, with cooperatives, and with the 
creation of family enterprises and cooperative consor- 
tiums at a “roundtable” of Central television, the theme 
of which was “The March 1989 Plenum of the CPSU 
Central Committee and the Restructuring of Economic 
Relations Within the Agroindustrial Complex.” Yegor 
Kuzmich Ligachev, member of the CPSU Central Com- 
mittee Politburo and secretary of the CPSU Central 
Committee, and leasing pioneers agreed to participate in 
the dialogue. 


Many of the questions answered by participants in the 
meeting are based on letters of television viewers and 
readers of the magazine. |A. Ivashchenko, political com- 
mentator on Central Television] 


{Question} After the March Plenum of the CPSU Central 
Committee, how do you assess the changes that are 
taking place in economic relations within the agroindus- 
trial complex? 


[Ye. K. Ligachev] I think that we all agree that the March 
Plenum of the C PSU Central Committee determined the 
basic prerequisites—economic and legal—for the devel- 
opment of all forms of management based on cost 
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accounting, leasing, contracts and cooperation, | empha- 
size thatit determined them; it is our task to develop and 
implement these prerequisites. 


| would like to focus attention on three factors 


in our time we frequently spoke about the drawing 
together, the close ties of various forms of property. But 
honestly speaking, there was little use trom these words, 
and tor a long time the forms of property remained in a 
paralyzed state, Today in accordance with our party's 
program there 1s actually occurring a process of drawing 
together, of close ties between national state, cooperative 
and personal forms of ownership. 


In reality, we already have the appearance of sovkhozes 
that are stale-cooperative associations. We have 
kolkhozes and sovkhozes that are cooperatives of lease 
collectives. | remember visiting the enterprises in Zavor- 
ovo, which 1s part of the Ramenskiy Agricultural Com- 
bine of Moscow Oblast. I remember meetings in 
Matveyevo-Kurganskiy Sovkhoz of Rostov Oblast, and 
Victor Semenovich Butenko as he leads the agroindus- 
trial consortium. I recall following the affairs of the 
association of cooperatives in Baltskiy Rayon of Odessa 
Oblast. | can provide many other examples. 


The second factor is that state industrial enterprises are 
beginning to participate in cooperation, in integration 
with kolkhozes and sovkhozes, and moreover on a vol- 
untary contractual basis, on the basis of mutual interests. 
In connection with this mixed management forms are 
being introduced. This process 1s becoming more and 
more widespread but a great deal of work still has to be 
done in this direction. 


1 am not even talking about the development of agricul- 
tural combines, agroindustrial associations, agricultural 
firms, associations and so forth. 


{ think that you will agree that kolkhozes and sovkhozes 
were, are and remain formations of the food fund. I, for 
example, do not understand the call by some comrades 
who say that the time has come to reorganize kolkhozes 
and sovkhozes and to transform them into small peasant, 
or as they say in the West, farming enterprises. Honestly 
speaking, I do not know what there 1s more of here— 
ignorance or political irresponsibility. 


We support the development of all forms of manage- 
ment, and life itself will show the value of each. 


At the same time, kolkhozes and sovkhozes do not have 
to remain unchanged, as they have been; we must 
become seriously involved in their economic and orga- 
nizationail restructuring. This is the essence of the ques- 
tion. Recently I met with John Crystal, a great American 
businessman-agriculturalist, and he noted that it 
appeared to him that we were moving away from large 
collective enterprises, while in America the trend was 
just the reverse—toward large farm enterprises. Recently 
1 read in IZVESTIYA an interview with Jores 
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Medvedev, who now lives in another country, and he 
warns us to carefully and responsible deal with kolkhozes 
and sovkhozes. 


Finally, a third point, I think that we musi closely relate 
improving economic relations within the agricultural 
sector and within all of its links with scientific-technical 
progress, with intensive technologies, and with improve- 
ments in the standard of living and work conditions of 
all of our villagers and first and toremost of all workers 
within the agroindustrial complex. 


We cannot become involved in only one direction. We 
have already experienced times in which we grasped first 
al one thing and then at another and yet at a third, all the 
while failing to achieve success. We must carry on on a 
wide front. 


{S. I. Gavra, director of the lease collective of Verkhne- 
buzinovskiy Sovkhoz, Kletskiy Rayon, Volgograd 
Oblast] In my opinion, leasing is coming to the common 
man very slowly because he does not see the results of 
this kind of work. Working in the fields, for example, he 
is not able to dispose of the fruits of his labor himself. 
That which he reaps ts distributed by others. This is why 
machine operators and other village workers are careful 
in moving toward leasing contracts. It 1s very difficult to 
implement leasing and there are few people who are 
capable of doing this kind of work. I myself have been 
involved in leasing for 2 years. We are just beginning to 
like it; we are learning how to work, how to count our 
income, how to economize where we can and how to 
dispose of that which we have economized on. 


[A. G. Pfeyfer, director of the lease collective of Iskra 
Sovkhoz, Akbulakskiy Rayon, Orenburg Oblast] In our 
sovkhoz, lease contracts have been in existence for 2 
years now and the entire enterprise has made a transition 
to them. But I would like to talk about what in my 
opinion is holding leasing back. That is social injustice. 
If we compare the village and the city, building in cities 
is carried out by means of the state budget—of residen- 
tial housing, kindergartens, houses of culture and roads. 
In the village all of this *?s done via the economic method. 
The village worker. coming home after working in the 
fields for 8 hours, must occupy himself with his private 
plot for at least another 2 hours. And the work on the 
private plot 1s not mechanized. 


[V. V. Shvets, senior economist at Sovkhoz imen: Man- 
shuk Mametova, Tselinograd Oblast] Here is what I 
want to say. Do we need any kinds of means or resources 
to give man the treedom of management? Right now we 
are seeing something else—the peasant, the sovkhoz 
worker, the sovkhoz director and other directors and 
specialists have been placed within a certain framework 
And already man is not a manager, he is not free. This 
framework must be removed—the limits, the norms for 
wages, for fuel and for spare parts, and the individual 
must be made truly free. 


In our sovkhoz we have done a great deal in this area. 
Everyone 1s seeking better ways to work. Here are the 
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results. When we started we were very unprofitable. In 
1984, forexample, losses equalled 1.3 million rubles. Last 
year we had 2.5 nullion rubles in profits. Labor produc- 
tivity increased almost tourtold and wages doubled. 


[Ya. F. Lusis, one of the first Soviet farmers, working in 
Madonskiy Rayon of Latvia, and a shipbuilder at one 
time] | would like to retute those who feel that leasing 
does not require capital investments. Another thing, 
land should be taken for those families who have 
someone to leave it to. | have three children, for 
example. | took land with my famualy at the beginning of 
the year, 52 hectares, where we have 58 calves that we 
are fattening and some equipment—two Belarus trac- 
tors, a I-40, a truck and some shed equipment. We 
acquired all of this with a loan from the enterprise from 
which we were leasing the land, Liyezere Sovkhoz. 


In my opinion the optimal! variant includes the recogni- 
tion, in addition to state enterprises and collective enter- 
prises, of peasant enterprises and measures to develop 
the latter and to help them. Latvian peasants still have 
very fresh memories of how kolkhozes were created, how 
people joined the kolkhoz with something of their own— 
either a horse, or a wagon, or something else. When a 
person did join the kolkhoz (although this often was 
forced upon him) and worked in it he felt that there was 
something of his own in it. It is no wonder that old 
people, looking at how young people work, ask: How can 
you work with your sleeves rolled down? Perhaps it is 
correct to divide enterprises in places where this 1s 
possible, and of course not everywhere. This should be 
done so that the individual can reaquire the feeling of 
manager, the feeling of ownership, the sense of property. 
And then later, naturally, the peasant enterprises will 
grow larger, otherwise they simply will not be able to 
exist. In places where things are going well and where 
there 1s a good agricultural service it is possible that this 
will not be necessary 


[Ye. K. Ligachev}] One question: What kind of relation- 
ship do you have to kolkhozes and sovkhozes? 


[Ya. F. Lusis] With the sovkhoz we have a contractual 
relationship: the contract has been signed for 3 years. 


[V. V. Shvets} !n principle, the same relationship as we 
have. 


{Ya. F. Lusis] Of special significance is the feeling of 
being manager of the land. | know that some are taking 
the land that their ancestors worked. You see, there is an 
oak tree there that was planted by his grandfather, there 
is a rock there that his grandmother sat on, there is a 
river there where his forefathers went fishing. And then 
later on his grandchildren and other progeny will live on, 
work and manage this same land. And he, and this 1s 
characteristic of man, will never destroy that which will 
be inherited by his progeny. He will take care of this land 
and cherish it for those who follow. 


Let us say I have a farm, a peasant enterprise. My three 
sons are already riding the tractor with me, they see my 
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daily work. The very structure of our peasant life prede- 
termines their further development and the selection of 
profession. Naturally not everyone will work the land 
bul someone will understand that this ts the best way to 
earn a living. 


[V. V. Shvets] But can you survive without the sovkhoz? 


{[Y°. F. Lusis] No, I cannot exist without the sovkhoz, 
but in principle in the future this will be possible, why 
not? 


[V. V. Shvets] Do you lease equipment? 
[Ya. F. Lusis] Yes, I do. 


{B. |. Poshkus, deputy chairman of the State Commis- 
sion on Food Problems and Procurement of the USSR 
Council of Ministers] I would like to continue the subjeci 
of why we are seeing a slow development of leasing. 
contracts, cooperatives and other forms in which we are 
making the transition to management by small groups in 
which the individual is becoming the manager. Here 11 is 
important to consider this psychological aspect. Today 
the man in the village is working almost like a part of a 
conveyor—he is either a machine operators, or a driver, 
or a milkmaid or carries Oul some other narrow opera- 
tion. Now he is to comprehensively take land and 
livestock and be responsible for them—this is a big 
responsibility. 


The villager 1s very responsible in terms of the land 
because first incultivating it he must become an expert in 
his field, and he must know everything about his crops 
and animals. This must be considered, our grain farmers 
must be prepared, and training must be appropriate, as 
must the work in enterprises. Then al! the forms fo: 
which we are seeking managers will begin to move faster. 


The second thing I would like to discuss 1s global in 
nature—scientific-technical progress. Competition is 
necessary for this. We will create this kind of compet 
tion if we create equal economic conditions for compe- 
tition for all forms of management. Then the public 
enterprise—the kolkhoz or sovkhoz—and contracts. 
leasing, cooperatives and the peasant enterprise will be 
able to show what they are capable of. The effect will be 
a general one. 


[A. M. Tsarenko, chairman of Mir Kolkhoz of Putiviskiy 
Rayon, Sumy Oblast, member of the Committee oi 
Agricultural Problems and Food of the USSR Supreme 
Soviet] I am thoroughly convinced that the collective 
form of management is promising. Today one sometimes 
hears that raising the Non-Chernozem consists only of 
creating farmsteads there and handing out the land. The 
enterprises of our region are typical of the Non- 
Chernozem although we are in the Ukraine. When in 
1986 I was selected to be chairman of the residents- 
retirees of 13 tarmsteads, where there were practically no 
able-bodied kolkhoz farmers. the iand was hardly being 
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cultivated at all. Under these conditions we were able to 
improve the enterprise and to untie the hands of the 
people. 


I feel that in enterprises such as ours had been, forms of 
economic organization of labor such as leasing should be 
utilized. But of course the forms do not have to be 
stagnant; they can be altered depending on different 
conditions, At the same time nothing will be changed by 
leasing contracts alone. Concern for man is needed. 


Let us say that young people come to the village. Their 
average age is 23 for the man and 17-18 for the woman. 
They have a child or two. They probably want to go toa 
club, a concert, or a movie. But there 1s no grand- 
mother—they have come to a new place. We had to 
allocate a room in the House of Culture. There there is a 
grandmother, beds, a television set and toys. A trifle? I 
do not think so. I can cite a number of such examples and 
it will turn out that life consists of such trifles. 


As a result the unpopulated, unprofitable kolkhoz with 2 
million rubles of debts achieved a profitability of 71 
percent the year before last and of 53 percent last year. 
When making the transition to leasing, propaganda is 
necessary but probably force is not, because I know how 
it sometimes happens. High-ranking people will become 
interested and then they will ask how things are going 
down there with leasing. Let us say in Poltava Oblast 
involvement reaches 50 percent whereas here in Sumy it 
is only 15... 


[Ye. K. Ligachev] | want to reassure you, we at the 
plenum agreed and are firmly implementing this—no 
time frames, no assignments and so forth. 


fA. N. Dikusar worked as a kolkhoz chairman in Baltskiy 
Rayon, Odessa Oblast, and today heads a cooperative 
association] I think that all of us must, to the best of our 
abilities, propogandize that leasing is permanent, that it 
is not a campaign, that it is vitally important. The 
examples that have been presented today confirm this. 
Proof of this is the example of our enterprise, where I 
worked for 20 years as the kolkhoz chairman, including 
4 years during perestroyka. It was then that we under- 
stood that we had to change relations. But we wanted to 
develop a system that would be self-regulating so that no 
one would be able to interfere in it. We came to the 
conclusion that the most important, basic, link here 
should be the lease collective. 


[V. A. Revyako, first secretary of the Mostovskiy Rayon 
party committee, Grodno Oblast, Belorussia] How were 
we able to have the entire rayon make a transition to 
lease relations? Up until 1985 individual initiative bri- 
gades, smail collectives which generally improved eco- 
nomic relations, were in existence. In 1985-1986 all 
enterprises in the rayon began focusing attention on 
more rapid production growth and operated according to 
the results of gross income. This resulted in positive 
changes and in particular in the growth of productivity. 
However, the cost of production continued to increase as 
before. In 1987 all collectives both in livestock raising 
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and in farming operated according to a check form of 
control. But this system turned out to be unwieldly; it 
was inaccessible to direct executors, to those whom we 
want to give a sense of being manager. This is why it did 
not take here. In 1987 all village production collectives, 
including in livestock raising and farming, made the 
transition to the leasing form. 


{[V. S. Butenko, director of Matveyevo-Kurganskiy 
Sovkhoz, Rostov Oblast and supervisor of the agroindus- 
trial consortium] In our enterprise lease collectives were 
created on a purely democratic basis—no one pushed 
anyone into them then, nor do they do so now. At first 
large collectives were ‘created; today smaller ones are 
being created and there is a trend toward the creation of 
family household farms. Moreover, this is being done 
not on the initiative of the sovkhoz, directors or admin- 
istration but of the people themselves. 


Labor productivity in lease collectives comprised 98,000 
rubles per worker. In the enterprise in general last year 
this figure comprised 19,787 ru ‘les. 


According to the year’s results the sovkhoz received 1.3 
million rubles in profits. We made calculations and 
discovered that we still could not develop without some 
kind of additional capital. We turned to scientists and 
for the first time heard the word, “agroconsortium.” 
These had been created in the Moscow area and in 
Podolsk Rayon. I went to our bosses—Priboy Plant and 
Taganrog’s Plant imeni Dimitrov, with which we have 
long been associated. 


But this time I had something different to say to them— 
let’s enter into new relations on the principle of a 
consortium—yvou put money into the sovkhoz, and for 
this on the basis of equivalent exchange you will receive 
our products. They agreed. 


Today we are using this method to carry on the building 
of six household farms together with yard structures. We 
offer a family a ready farm, land and equipment. More- 
over, the farmer does not need a large selection of 
equipment because we have opened a rolling mill in the 
machine yard. 


In addition to household farms we are building potato 
storage facilities and a point for salting and processing 
vegetables. We have acquired equipment for processing 
meat—all of this has also been paid for by the agrocon- 
sortium. 


Twenty percent of ail contributions (we agreed on this at 
a council meeting) must be directed into the develop- 
ment of the infrastructure, i.e. for social and cultura! 
everyday purposes. The agroconsortium 1s paying for 
paving roads to household farms; we have already laid 
about 3 kilometers of asphalt roads. 


[K. V. Kunitskiy, general director of Ramenskiy Agricul- 
tural Combine in the Moscow region] Today within the 
combine there are 53 different enterprises and organiza- 
tions employing 21,500 people. Of these there are 2,000 
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specialists. Whereas previously in agriculture we had 
primarily zootechnologists, agronomists and so forth, 
today we also have merchandising specialists, electn- 
cians, computer experts and many other types of special- 
ists. With our products, especially with potatoes and 
vegetables, we supply 1.5 million persons; and with sour 
milk products and meats and sausages—about | million 
persons 


(N. ¥. Lemesheva, chairman of Kolkhoz imeni Kirov, 
Vitebsk Rayon, Belorussia, member of the Committee 
on Agricultural Problems and Food of the USSR 
Supreme Soviet] We are trying to do more for our 
kolkhoz farmer. We built a good settlement with all 
amenities, completed civil engineering projects; houses 
have hot water, sewer systems and heating. At first 
people did not come to our kolkoz from the city. Now, 
since we have built a good settlement, we have a long list 
ot people wanting to work here and to remain here. We 
no longer can accept everyone who wants to come to the 
kolkhoz although there are many requests. 


In speaking about lease relations, I can confirm that this 
truly is a large reserve. It would seem that in our 
enterprise the indicators are not bad ones. For example, 
milk yield per cow is 5,500 liters of milk; we produce 45 
quintals of feed units per hectare of plowland and so 
forth. But, having made the transition to lease relations 
in January of this year, we increased the production of 
pedigree livestock by a factor of 1.5 and milk production 
has increased. The enterprise 1s building relations with 
cost accounting subidivisions on a purchase-sale basis. 


Today how can we attract city residents to the village? 
With wages alone? No. You won't attract them with 
nice-sounding names like farmer and leasee either. No 
One today wants to go to a kolkhoz, particularly in the 
Non-Chernozem, to work in a God-forsaken place. Why? 
Because the normal living conditions do not exist—it 1s 
necessary to bring in water, to prepare wood, to-heat the 
stove, L.e., to carry out very difficult household tasks. 
And let us look at social justice. Today the size of the 
pension of a village worker is 60 percent that of a city 
resident and his wages are 75 percent those of a city 
person. Do you think that a city dweller will move to the 
village? This is why I am categorically opposed to the 
idea that it 1s not necessary to make any capital invest- 
ments in the village. 


(Ye. K. Ligachev] We were saying that first the capital 
ust be earned and then allocated. I think you must 
agree? 


'N. V. Lemesheva] I agree, but how do you earn it? 
Today is it possible to seriously speak about equivalent 
exchange”? A kilogram of potatoes costs 8 kopecks but 
’50 grams of Pepsi Cola cost 35 kopecks. How can a 
farmer buy a combine today? 


[he first thing that has to be taken care of is the social 
arrangement of the village because the young people do 
not stay, they go to the city, and different problems are 
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created here—housing 1s needed, there is a shortage of 
food products. The city begins to rebuild itself but the 
village remains empty. 


Somehow this vicious circle must be broken. Today 
material aid to the village is essential. The second thing 
is that we need prices and not equivalent exchange. 


[A. M. Tsarenko] The very principle of price formation 
must be altered. I was in Kharkov and was involved tn 
them. I asked why the cost of motors at the Serp 1 Molot 
Plant (these are motors for combines and tractors) had 
increased. They replied that they had carried out reno- 
vations and this means that production costs for the 
motors had increased. In other words, they applied the 
cost of renovation to production costs, included them in 
the price. So ultimately plant renovation is being paid for 
by agriculture. 


{[V. V. Shvets] We must also improve administration. 
Everyone wants freedom, everyone wants to be a man- 
ager: there is not a single person who would no! want to 
be a manager. For this reason | understand lease rela- 
tions and lease contracts to mean the provision of the 
right to be a manager to every person. Leasing will move 
very quickly if we provide this right. The free man, the 
manager, will hire the manager he needs. Management 
will develop from below. 


[V. A. Revyako] I am firmly convinced that without 
serious science we will not strengthen great projects. 
Today, for example, the production of ecologically clean 
village products is the problem of problems. We don't 
even have the opportunity to annually determine the 
residual accumulation of, let us say. toxic chemicals and 
herbicides in the soil. Who in the enterprise, who of the 
leasees will become involved in this? No one 


In the rayon we have created a laboratory. Now we have 
purchased equipment manufactured in the GDR and are 
purchasing computers so that the agronomist or leasee 
does not have to worry about what is being applied to 
potatoes. The laboratory can tell the farmer that residue 
from the scientific production complex is such and such 
on this field and that on the potato fields here this and 
this must be applied. This is the way farmers work all 
over the world. 


Let us look at another problem. Is a farmer in any 
condition to travel to any region and to study one 
problem or another? Let us say that last year we had a 
poor harvest of grain crops—instead of 40 and even 41.6 
quintals all we produced was 33.2 quintals per hectare. 
The leasee cannot do anything without seed. We studied 
Moldavia’s experience in corn production and got in 
touch with scientists. As a result we achieved a large corn 
harvest, moreover of real grain. Because of this wintering 
went by successfully: meat production increased by 14 
percent and milk production—1!03 percent. 
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These are the functions that are developing for the rayon 
link. It must be involved in all of this, think about the 
future and train cadres to head cooperative links and 
kolkhozes. 


[Ye. K. Ligachev} | would like to support you in your 
statement that everything should begin with a determi- 
nation of function. When we precisely establish the 
function of each management organ we will certainly 
build the optimal svstem of management. 


[V. A. Revyako] | would like to make a final statement 
about reports. We cannot make life absolute. Let us look 
at the following example. An excellent harvest has 
matured, it is raining and some kind of maneuverability 
is needed; somehow we have to help each other. It is 
probably no big sin if we see how in the rayon harvesting 
was completed in one day and what we should do 
because our harvest is perishing. Without having infor- 
mation it 1s impossible to manage. 


[Ye. K. Ligachev]} | would say even more. What have we 
given to the soviets? We have only proclaimed that they 
must be given full authority. We have not given the 
village soviet, the rayon executive committee or the 
oblast executive committee any additional mghts, any 
additional material-technical and financial resources 
after placing such a great responsibility on them. For this 
reason we should not substitute for or replace but instead 
help via known political organizational means. The 
problem 1s, I feel, that we have very many party and 
soviet Organs, unfortunately, which have moved away 
from economizing. 


[B. I. Poshkus] We have reorganized administration ona 
union level. The responsibility and the initiative have 
been given to republics. It is essential that this go 
lower—to the oblasts and rayons. 


[Question] Yegor Kuzmich, that which we have dis- 
cussed today, does it coincide with the opinions of those 
peovle with whom you meet tn the Politburo, in com- 
Mission meetings, during business trips? 


{[Ye. K. Ligachev] First of all, | am very pleased that here, 
and not only here but also beyond the “roundtable” 
there 1s a great deal of agreement. 


I feel that I will not err in saying that everything that you 
have said here, everything that you are doing and that 
which you live and breathe corresponds fully to the spirit 
of the March Pienum of the party central committee. 


Some people criticize us for not having decided this too 
precisely—that here we did not complete what we were 
saving, there we did not complete what we were doing. 


I will say to vou honestly that we placed as our goal the 
elaboration of political tendencies in the development of 
our country’s agricultural sector. How to implement, 
what forms and methods to use—this is a matter for 
practical experience and science. It would be a very bad 


AGRICULTURE 47 


thing if, just as unfortunately in the past, absolutely 
everything were limited, if everything were forced into 
the “‘bed of Procrustes.” 


The March plenum of the party central committee 
decided that it 1s possible to create, to work and to 
achieve success, and I am not discussing the question of 
material-technical and financial problems—these are 
special problems, but organizational and economic 
aspects. 


That is the first thing that I wanted to say. Secondly, I 
have sensed somehow once again that socialism first and 
foremost means diversity, in forms of management as 
well as in forms of socialist property. Everyone has to 
work, and I once again hold up the thesis that it must be 
under equal economic and legal conditions. 


Here is what is extremely important. I think that it is a 
very good thing that here the comrades spoke not only of 
the development and improvement of production and 
economic relations in kolkhozes and sovkhozes but also 
about other links to agroindustrial production. We must 
encompass all links—production, storage, processing 
and product sales. We have economic and management 
forms. If we do something in one link but do not 
complete work in another, we will not achieve anything. 


Finally, one last point. I think that all of your striving 
and all of your work is directed at, and this is very 
satisfying, developing man’s capabilities and at revealing 
the potential possibilities.of every individual. Ultimately 
this 1s most important. In particular, we are speaking 
about work in the village, in agriculture, in the agroin- 
dustrial complex. 


I am an optimist. I believe that within the framework of 
socialist property—and this incidentally 1s what was 
decided by the March plenum, which clearly confirmed 
the socialist path of development—by improving all 
forms we will be able to solve the food problem. And 
having solved it, we will have done a great deal for our 
people. 
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{Interview with Vladimir Aleksandrovich Tikhonov, 
people’s deputy, VASKhNIL Academician and 
chairman of the Union of United Cooperatives of the 
USSR: “Vladimir Tikhonov: Land for the Peasants” 


[Text] People’s deputy, VASKhHNIL [All-Union 
Academy of Agricultural Sciences imeni V.I. Lenin] and 
chairman of the Union of United Cooperatives of the 
USSR V.A. Tikhonov represents those of our economists 
who believe that a solution for this crisis is impossible in 
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the absence of radical reforms. Our correspondent 
Sergey Adamov asked Vladimir Aleksandrovich to com- 
ment upon the status of affairs in agriculture. 


{[Adamov] Recently we were expecting our large-scale 
party-governmental forums to carry out some extremely 
bold and decisive actions and yet, as a rule, we were left 
merely with disappointing half-measures. Neither the 
Plenum of the CPSU Central Committee for agrarian 
questions nor the Congress of People’s Deputies proved 
to be exceptions in this regard. How do you evaluate 
this? 


[Tikhonov] One seventy-year-old peasant expressed 
himself very accurately in this regard: “We have still not 
Starved!” 


Meanwhile, the country’s food situation is becoming 
very precarious. | am convinced that if radical changes 
are not carried out in farming this year, then next year 
we will encounter real hunger. With 220 million hectares 
of arable land, we are annually purchasing 40-45 million 
tons of grain, 1.5 million tons of meat and we are even 
purchasing potatoes, despite the fact that we are pro- 
ducing six times more than the Americans. And nature 1s 
not guilty of the fact that for the eighth year in a row our 
physical volume of food goods has declined in a steady 
manner. The reasons are to be found in our political 
system, which encourages and supports the administra- 
tive system. The government has already exhausted all of 
the measures that could be undertaken in conjunction 
with the mentioned system. Everything has been tried— 
expansion, breaking up into smaller units, decisions, 
decrees... 


[Adamov] Do not the recent decisions associated with 
the introduction of leasing constitute a solution for the 
existing situation? 


[Tikhonov] At the present time, the government assumes 
that the introduction of leasing at kolkhozes and 
sovkhozes constitutes radical changes. This is a myth. It 
is an illusion. The leasing of land and the economic 
independence of peasants at kolkhozes are impracti- 
cable. And this system will not be expanded. The present 
status of affairs 1s similar to the situation that prevailed 
during 1861-1863. A peasant was granted freedom but 
he was not given land. The land remained in the hands of 
a landlord. The modern “‘landlord’’—a kolkhoz 
chairman or sovkhoz director—will not provide land on 
a lease basis or, if he does, experience reveals that it will 
be done under completely predatory conditions, such 
that leasing operations will simply be impossible. The 
scientists have proposed the immediate legalization of 
all forms of land ownership. But our recommendations 
are not receiving attention. For example, recommenda- 
tions were “processed” during a plenum of the party's 
central committee at the bottom of the staff apparatus, 
recommendations which amounted to nothing more 
than half-measures. And a large portion of the national 
deputy-agranans at the congress were kolkhoz chairmen 
or shock workers from leading or, it follows, strong 
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farms. Strong farms exist because of strong personalities 
and not because the kolkhoz system 1s good. But the fact 
of the matter is that not even the most eminent chairman 
is master of his own land. There is the raykom [rayon 
committee], oblispolkom [oblast executive committee], 
obkom [oblast committee] and kraykom [kray com- 
mittee]. There is always a needed element which can 
correct him in a timely manner. The land belongs not to 
him but rather to the state and unfortunately not every- 
body understands this fact. 


{[Adamov] Vladimir Aleksandrovich, the land reform 
developed by the SR’s [socialist-revolutionaries], the 
essence of which was “land for the peasants,” initially 
suited all of us. What has happened to cause us to deviate 
from it? Perhaps the history of the question will explain 
to us why we are not too willing to adopt radical changes 
or to return to the slogan of the October revolution. 


[Tikhonov] The history is as follows. The SR’s repre- 
sented the so-called “42d order,” which was based upon 
an extensive interrogation of peasant deputies to the 
Constituent Assembly. The essence of it lay in the fact 
that land became public property and was turned over 
freely to those who worked it, with no purchase required. 
Lenin agreed to this program, assuming quite fairly that 
it precisely fulfilled the requirements of the peasants. 
This was in 1917. But in January 1918, the less well 
known Law on Land Socialization was published as a 
supplement to the well known Decree on Land. The Law 
on Land Socialization added one important aspect to the 
SR Program—a payment for land was introduced. The 
next stage in land relationships occurred in 1928. The 
sovnarkom [Soviet of People’s Commissars] developed 
and approved a statute on socialist land tenure. It stated 
that all land, being public property, was owned by the 
socialist state. The state was authorized to grant land, to 
take it away and to combine peasant lands into a single 
tract of land. It was at this time that the concept of 
“settlement” arose in the Russian countryside. The land 
was plowed under as a single kolkhoz field and those who 
did not wish to join the kolkhoz were forced to settle at 
a greater distance from the village. 


Before long the mght of the state to dispose of land was 
written into the USSR Constitution. Stalin needed this 
in order to carry out his extensive collectivization. 


{[Adamov] We are presently already aware that Stalin did 
not have his own social innovations. He took advantage 
of the works of the party’s theoreticians. What served as 
the foundation for kolkhoz construction? 


[Tikhonov] Prior to 1921, Lenin favored extensive use of 
the system of state-monopolistic economics, that 1s, 
work carried out in accordance with a single national 
economic plan and under strict state control. The last 
work of Lenin in which he substantiated this faci— 
concerning a tax on food—was published in June 1921. 
It was difficult to control the masses and yet it became 
possible to exercise control after the small producers of 
goods were merged into cooperatives. These were 








——————— ——— 





JPRS-UEA-90-001 
18 January 1990 


Lenin’s ideas. But the fact of the matter is that by the end 
of 1922 he had become sick and, isolated from leader- 
ship of the party and country and his own comrades- 
in-arms, drew the conclusion that we were not building 
the desired type of socialism. And the type which should 
have been under construction was being viewed sardon- 
ically and being referred to as a mercenary clique. In his 
work entitled “On Cooperation,” he wrote that today we 
are forced to change our point of view regarding 
socialism. True socialism—is a structure of civilized 
cooperators. That is, Lenin reyected those notions which 
he had nurtured all of his life and which had turned out 
to be wrong. But there was no change in the point of 
view. This work was published in a small edition only in 
September 1923 and it was written during the period of 
4-6 January. Prior to the release of a brochure for the 
party organizations, a letter was published in which it 
was pointed out that the individual who wrote this 
article was sick and that it was being published solely out 
of deep respect for the author. But Ilich’s condition had 
to be taken into account. 


Lenin's comrades-in-arms gave no thought to rejecting 
those views which they had nurtured together—such as 
state capitalistic organization of management. For it was 
precisely this model that they adopted. This served as the 
basis for the forcible merging of peasants into so-called 
kolkhozes and for strict control and centralized admin- 
istration of the economy by the state. 


Commencing in 1929—the year of the “great turning 
point’ —the civil war against the peasantry, which was 
undertaken by Stalin and through which we deprived a 
peasant of independence. We transformed him into a 
kolkhoz member initially for a purely utilitarian pur- 
pose—to procure grain at low prices for sale on the 
foreign market. These export operations were accompa- 
nied by hunger among the Russian population, which 
was left without grain. Historians cite various figures 
reflecting the number of hunger victims of the 1930’s— 
from 4 to 10 million persons. 


fAdamov] How did it happen that this form of control 
over the peasantry became stronger both in our country’s 
economy and in our social consciousness despite the fact 
that we were unable to leave the kolkhozes? 


{Tikhonov} In all probability, you recall the history 
behind the creation of the mining and metallurgical 
industry in Russia. At the time, land was turned over to 
Strogonov, Demidov and other industrialists from the 
state treasury, land on which the owners built iron- 
making plants. Peasants from surrounding villages took 
up work at these plants. They were referred to as peas- 
ants with plots of land. That is, a peasant worked for free 
but in return he was given a plot of land which served as 
his source for existence. Thus, during the 1929-1933 
period, our peasant was converted into a kolkhoz worker 
with his own plot of land. He worked at his kolkhoz for 
practically nothing and obtained the needed money and 
food goods trom his private plot. This then is what 
happened to the peasants. Naturally, the peasants 
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resisted—openly and not so openly. And then there was 
the well known speech by Stalin in 1932. The essence of 
it had to do with the tact that when a peasant did not 
belong to a collective tarm we could only advise him or 
only request something from him. But today we no 
longer have such peasants. Rather, we have kolkhozes 
which we organized and thus we no longer can employ a 
Passive attitude towards these kolkhozes. We are now 
responsible for the work of a kolkhoz and thus we must 
now direct the affairs of a kolkhoz. Stalin mentioned this 
fact when addressing the party organs but it related to 
the soviet organs. The functions concerned with admin- 
istering the economy were undertaken by local authon- 
ties. The land is formally assigned to a kolkhoz, but only 
the state organs can establish the plan, when the planting 
and harvesting operations are to be carried out and the 
prices. For all practical purposes, a peasant is deprived 
completely of the opportunity of managing in an inde- 
pendent manner. 


{Adamov] That is, initially they deprived the peasants of 
independence and then later the kolkhozes. And it seems 
that we are still living according to Comrade Stalin’s 
instructions. 


{[V. Tikhonov] Exactly. Not necessarily his instructions, 
but his work lives on. 


{Adamov] Over a period of 3 years. the status of affairs 
in agriculture, if we make a judgment according to the 
shelves in stores, has not only not improved but in fact it 
has reached a critical point. Why? 


{[V. Tikhonov] Because the requirements for presenting 
economic independence to the peasants remain merely 
as unrealized slogans. 


[Adamov] In the history of our country, there is an 
example of when such slogans were realized. I have in 
mind NEP [New Economic Policy (1921-1936)]. How 
did this come about? 


[Tikhonov] A market and market relationships were 
introduced. This was of basic importance. Commencing 
in 1918, the state’s policies were directed towards elim- 
inating market relationships owing to the conviction 
which prevailed at the time: a market economy inevi- 
tably leads to a stratification of society and encourages 
the petty bourgeoisie. Subsequently. the policy of “‘mil- 
itary communism” grew out of this. And it was not a 
temporary measure, as we are prone at times to imply, 
but rather it was expected to last for an extended period 
of time. 


This policy failed in 1921. The final stimulus towards its 
elimination was the Kronstadt Uprising, at which time 
the principal slogan was “Freedom To Trade” and the 
forcible distribution of products and goods was abol- 
ished. The government of the RSFSR was forced to 
recognize the policy of “Military communism” as being 
a mistake and insolvent. A peasant was permitted to 
grow that which he consrdered necessary and to trade 
freely in the products of his labor. 
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This was in 1921, a miserable and Jean year for Russia 
And the hunger and starvation experienced was in large 
measure artificial, since inter-regional exchange of grain 
was forbidden. Thus, beginning during this famine year 
and continuing up to 1923, as a result of the surplus- 
appropriation system by a firm tax and the introduction 
of a market, Russia not only filled tts granaries but in 
addition it succeeded, for the very first time since 1915, 
in becoming a grain trader on the world market. One 
hundred and thirty million poods—a comparatively 
small amount and yet this was the tirst sign of the rebirth 
of Russia as a permanent exporter of grain. Thus it was 
during the NEP perod that we exported grain and 
succeeded in satisfying our own population’s require- 
ments for food. For example. it should be understood 
that beginning with the year of the “great turning point,” 
we have had a constant shortage :n meat. Here is the data 
for the 1926/27 fiscal year. Meat and fat consumption in 
rural regions ranged from 39 to 43 kilograms per capita 
In the process, the rural traditions of the penod had to be 
taken into account—the desire to sel! meat and others. 
On the other hand, meat consumption in the cities 
amounted to more than 60 kilograms in the families of 
manual workers and in the families of office employ- 
ees—68 kilograms. This was the average data for the 
country. Independent statistical studies reveal that meat 
consumption in Moscow, for example, was in excess of 
73 kilograms, in Irkutsk it reached 90 and in some 
industrial regions—up to 120 kilograms. I wish to 
emphasize that at the time only “red” meat was taken 
into consideration. Generally speaking, poultry meat 
was not considered at that time, nor were by-products. 
Our statistics confirm the fact that we are presently 
consuming 64 kilograms, with the term “meat” 
including everything but the horns, hooves, teathers or 
down. 


[Adamov] Would you please clarify for us whether these 
figures were for production or consumption? As 1s 
known, for us there ts a vast difference between that 
which we produce and that which ends up on our tables. 
The losses are tremendous. According to a statement | 
read in the press, we lose, for various reasons, equally as 
much meat as our total deficit 


[Tikhonov] These are production figures. But the fact of 
the matter is that our meat consumption is based upon 
gross production. My colleagues in the institute for the 
U.S.A. and Canada, using a unified method, drew the 
conclusion that our per capita meat production ts not 
more than 45 kilograms. According to my calculations, 
this indicator fluctuates trom 47 to 52 kilograms. 


The figures which I cited, when discussing NEP. aroused 
doubt in many people. They do not believe them 
Indeed, it turns out that the country was fed better in 
1926 than ts the case at the present time. notwith- 
standing today’s modern technologies. colossa! technical 
pool and so forth. 


{[Adamov] As you have already stated. this results from 
the fact that the peasants were authorized to manage 
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land independently. But then the histoncal conditions 
were different than they are today. What must be done 
today in order to return independence to the peasants? 


| Tikhonov] The rmght of a peasant to own land com- 
pletely must be reinforced legislatively. In this manner 
ihe state will no longer be responsible for the work 
results, but rather such responsibility will rest with the 
peasants. But the peasants will then demand: “Give me 
the right to trade my products freely.” And we must give 
him this mght. The next step—deprive the state appa- 
ratus of the right to interfere in the work of a peasant, 
leaving it only those functions expected to be carried out 
by the state—protecting the social rights of a consumer 
or producer, exercising control over the technology in 
order to prevent harm from being inflicted upon a 
consumer or upon the environment and, finally, col- 
lecting lease payments and taxes based upon clearly fixed 
rates. 


{Adamov] The facts which you have mentioned are quite 
obvious. We have discussed them in connection with 
other branches of the economy. Why is it that over a 
period of 4 years we have been unable to undertake such 
actions? Is it that we again need the 1921 situation, rich 
as it was with experimental events? 


{ Tikhonov] I think that there are two factors involved 
here. The first 1s political. We have a state-monopolistic 
economy. Both our industry and agriculture are monop- 
olized. Monopolism requires an appropriate administra- 
tive system. Eighteen million administrators—people 
who really exist. Present a peasant with independence, 
convert him into a free leaseholder and then exactly what 
will the authority of the bureaucrats be based upon? On 
political slogans? This represents very unreliable support 
and today’s elections have shown that in those areas 
where the economic foundations for the authority of the 
bureaucrats have become weaker, their political position 
has weakened also. Not everyone is pleased with this. 
And the materials of the Plenum of the Central Com- 
mittee for Agriculture even then revealed that there are 
two positions. The one, clearly expressed in a report by 
Gorbachev, consists of presenting independence to a 
peasant and making him a free owner of land based upon 
leasing 1t from the state. And diverse forms of manage- 
ment can be ensured. The second position, it would 
seem, does not negate leasing relationships, but it limits 
them within the framework established for the kolkhozes 
and sovkhozes. It is the blind alley which we have 
already mentioned. 


The second factor—the general social plan. Over a 
period of 60 years, we have destroyed the social type of 
peasant and created something completely different. 
Initially, as | have stated he was a bonded worker with a 


plot of .. But today he is a hired worker with a 
defin’ teed wage. A peasant knows that, regard- 
less © alts of his labor, he will receive his salary 


and one which will satisfy his minimum requirements. 
And the peasants do not wish to undertake the risk of 
receiving income based upon vague results of labor 
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realized earlier. Studies conducted by my Siberian col- 
leagues reveal that rough!y 20 percent of the peasants 
Questioned by them are prepared to willingly undertake 
leases. Approximately 40 percent of them vacillate in 
one direction or the other depending upon how the work 
is proceeding. But on the other hand, 20 percent cate- 
gorically oppose any changes. And finally there is the 
remaining 20 percent—these are rural lumpens, people 
who are not working at the present time and who will not 
work regardless of the conditions. Thus we must func- 
tion in a decisive manner. 


{Adamov] In discussing the forms for land management, 
we often have in mind the central part of Russia and yet 
our discussion encompasses the entire territory of the 
Soviet Union, although different forms of land tenure 
can be found in the various republics and regions. For 
example, the native pastures in Central Asia and the 
farmsteads in the Baltic region. Today we are aware that 
the traditions of the people must be taken into account. 
Is it not possible that on this occasion we will reduce all 
to the same level? 


[Tikhonov] In Lithuania, an intelligent individual for 
whom I have the utmost respect made the following 
statement during a discussion I held with him on the 
subject of lease relationships: “Vladimir Aleksandrov- 
ich, imagine if you will that you had an automobile 
which somebody subsequently stole from you. Your 
search for the guilty party proved to be in vain. Some 
time later, you are approached by the individual who 
stole the automobile who thereupon offers to lease it 
back to you. How would you view this situation?” 
Actually, a Lithuanian or baltic peasant still knows the 
borders of the land owned by his parents. He can walk 
this plot of land and show it to you. But at the same time, 
he is prepared to pay for the mght to manage this land, 
without concluding any contracts. It is important for him 
to know that this land has been proclaimed to be his 
property and that he has the mght to turn it over to his 
sons. This is the principle. And the forms to be used for 
Carrying it out—this is the work of each republic. 


[Adamov] We often compare the course of our reforms 
against those being carried out in China. There the 
changes in the agrarian sector have been considerably 
more radical than those in industry. And the irregular 
development of the Chinese NEP, conditioned by polit- 
ical factors, led to the events in June. Perhaps the slogan 
“Land to the peasants” should not be adopted by us, 
since in al! probability it will encourage the slogan 
‘Factones to the workers.” Is such a process possible? 


{ Tikhonov] Certainly, even a simple land leasing system, 
in the absence of an official pronouncement of denation- 
alization, leads in the finai analysis to the leasing of fixed 
productive capital. At such a time, the cooperative and 
state enterprises draw closer together in terms of status 
and become national! enterprises and this will signify 
practical denationalization, that is, a change in the 
political situation. 
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{[Adamov] Will not the denationalization of land lead to 
aggravated international relationships? Dumng various 
periods of history, many lands belonged to different 
nations. 


[Tikhonov] National problems are increasing. They 
derive from the semi-starved and semi-destitute exist- 
ence of a majority of the populations found in national 
districts. Unemployment and low income levels. Will all 
of these factors increase in intensity? It 1s difficult to 
answer this question. I believe that the land reform must 
assume the mght of republics, including autonomous 
republics, to solve independently the question concerned 
with the form of land ownership depending upon local 
conditions. 


[Adamov] Have you had a chance to discuss the ques- 
tions of agrarian policy with M.S. Gorbachev? Who 
presently comprises the corps of consultants on agricul- 
ture? 


[Tikhonov] I have met with Gorbachev, bui not very 
often. Nevertheless we are presenting materials to the 
Council of Ministers and to the party’s Central Com- 
mittee on a considerably more frequent basis. Here one 
finds all of the materials which constitute the foundation 
for the concept which I have attempted to relate to you. 
With regard to consultants, it 1s my opinion that there 
are no permanent-dependent, I repeat permanent- 
dependent, consultants. There are permanent depen- 
dents, but they are dependent, since they work tn the 
staff organization. It is believed that the time is at hand 
tor realizing greater benefit from permanent but not 
independent consultants. Since permanency of functions 
imposes greater responsibility upon a consultant than !n 
a Situation where his assistance is sought, assuming 
someone wished to do this. 


{[Adamov] Vladimir Aleksandrovich, the last question 
concerns the USSR Union of United Cooperatives. 
What goals have been assigned tor this union? 


[Tikhonov] This involves primarily the creation of a 
parallel economy, one, which in a competitive struggle 
against the one which exists now would cure it. This 
includes the protection of cooperation, including against 
itself—and against unconscientious and casual individ- 
uals who rushed into the new economics for the sake of 
gain. And certainly, assistance for the government in 
developing the strategic concept for state policy as it 
applies to the development of cooperation 
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Institute Director Discusses Poll Results, Peasant 
Attitudes 
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[Interview with V. Ostrovskiy, director, Institute tor 
Socioeconomic Problems in the Development of the 








§2 AGRICULTURE 


Agroindustrial Complex, USSR Academy of sciences, by 
A. Morgachev: “Does the Peasant Need Emancipation" | 


[Text] V. Ostrovskiy reflects upon data from sociological 
polls. 


[A. Morgachev] As our store shelves grow barer, discus- 
sions about the fate of the countryside become more 
pointed. “Break up the kolkhozes and divide the land!” 
Suggest some. “Don't allow this!"’ protest others. 
Vladimir Borisovich, just who are these “some” and 
“others” occupying opposing sides of the barricades? 
Whom should be heard by legislators now preparing laws 
on land and property? 


[V. Ostrovskiy] It is best of all to listen to the peasant 
himself. So far everybody but the peasants has partici- 
pated in the debates on the peasant question. One gets 
the feeling that peasants have been placed on the dock 
and their fate decided. The discussion has been emo- 
tional and categorical. Is the call to break up kolkhozes 
less violent than was the demand for immediate and 
total collectivization? Somebody asked the peasant 
whether he now needs emancipation and land and how 
much land he does need. 


[A. Morgachev] It is rightful here to reproach sociology. 
It should know all this. 


[V. Ostrovskiy] One can, of course, reproach it. But let 
me make this more exact: Whom is it asking? Scientific 
thinking, calculations and conclusions are one thing, and 
administrative-command methods are another. 


[A. Morgachev] We have departed from them some- 
what... 


[V. Ostrovskiy] Here is a “somewhat”: “How many 
lessees are there in the rayon?” a television commentator 
asks a raykom secretary. The entire country understands 
that leasing is a new trend and the raykom has to look 
better. It begins “total leasing.”’ According to data from 
our surveys ¢onducted in Ulyanovsk, Saratovsk and 
Voronezh oblasts, only 16 percent of the lessees polled 
entered into a lease on their own conviction. Of the 5 
alternative answers to the question, ‘““Why did you ente: 
into a leasehold collective?”’ 36 percent answered with 
“Was forced,’ and 17 percent with “The leadership 
persuaded us.” According to data from sociologists in 
Belorussia, 72 percent of leasehold collectives in the 
republic were created at “initiative from above.”’ Most 
frequently there is an elementary pattern behind leases 
in these cases. For example, 14 out of 22 farms in 
Saratov Oblast that have converted to intrafarm lease 
use the simplest form of cost accounting. Only 18 per- 
cent of those polled turned oui \o be genuine lessees. 
Even this figure must be used carefully. Forty-nine 
percent of the lessees polled stated that they are dis- 
turbed by the lack of the possibility to plan and structure 
production, 77 percent are dissatisfied because they 
cannot influence the price for their products, 75 percent 
because they are deprived of the right to choose cus- 
tomers and 33 percent because they are limited in the 
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sclection of technology. If a lessee is bound hand and 
foot, is this, In your Opinion, a reyection of Command- 
administrative methods? Incidentally, one-fourth of all 
those polled were certain that “in words the leadership 
was for leasing, but in fact was opposed to it.” This is 
important, The American farmer, to whom we have 
started referring so often, has never depended upon a 
change in the resident of the White House, or upon the 
words of the secretary of agriculture. He has another 
psychology. Our workers learn a completely different 
way, they have always been compelled to look “above. ° 


[A. Morgachev] True, under Stalin there was one policy, 
under Khrushchev another, under Brezhnev a third and 
now a fourth is being proposed. How does the country- 
side perceive the new twist in agrarian policy? 


[V. Ostrovskiy] First, let us define what is to be included 
in the concept “‘countryside.”’ Probably everybody has 
noted that in dicussions about paths for agricultural 
development the countryside 1s represented by kolkhoz 
chairmen and sovkhoz directors. It 1s somewhat logical; 
somebody has to do it, and they know everything about 
the countryside. However, it must not be forgotten that 
they are administrators and leaders. It is a delusion to 
think that a kolkhoz chairman’s perspective coincides 
with that of a tractor driver. In order to obtain more 
objective data, our institute polled primarily rank and 
file people. It found that 10 percent of those asked would 
like to leave their kolkhoz. 


[A. Morgachev] So few? 


[V. Ostrovskiy] This is very many. It must be kept in 
mind that the average age of a rural laborer is over 50. 
Consequently, the majority of them simply do not have 
the strength and time to fundamentally change their lot 
in life. Naturally, they are “for the kolkhoz.”’ That ts, 
they want to live peacefully until they get their pension. 
Also, many are frankly uncertain about the firmness of 
the course taken. About 70 percent of the kolkhoz 
farmers and sovkhoz workers think that a new “dekulak- 
ization” is possible. Twenty-nine percent of party 
workers polled thought this possible, as did 35 percent of 
workers in law enforcement organizations. Not having a 
guarantee of a piece of bread in case of a bad harvest, 
from 38 to 45 percent of those polled are afraid to take 
risks. Finally, lease farmers often have to start out by 
borrowing money. It is not in the peasant tradition to get 
into debt. “No, it is better that I wait it out; let others try 
it.”’ If these “others” amount to 10 percent, this is quite 
a few. Add to this the 24 percent of those polled who 
would like to increase their family land allotment 


[A. Morgachev] Interesting, up to what size” 


[V. Ostrovskiy] Not more than 5 hectares. Here 1s the 
rule: The more children there are in a family, then the 
more land the family wants. However, 56 percent of 
those polled do not want their children to become 
farmers. 


[A. Morgachev] What about the children themselves? 
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[V. Ostrovskiy] They have a different attitude. Sixty 
percent of the students in the advanced classes al rural 
schools approved of the new torms of farm operation 


[A. Morgachev] Vladimir Borisovich, obviously the 
results from this research vary regionally, As you know, 
there are national characteristics and local traditions 


[V. Ostrovskiy] Undoubtedly there are. In the Baltic 
regions, where there 1s still a living tradition of indi- 
vidual farmers, peasant farms are being actively revived 
In the Volga region, where, up until 1930, 95.5 percent ot 
land was held by obshchinas, one cannot expect the birth 
of independent farms. Moreover, almost 40 percent of 
families have only 2 members, and almost half of the 
working population 1s over 50 years old. For the country 
as a whole, the age distribution is as follows: 760 out of 
1 O00 people are elderly, while in cities the figure is 538 
Many of them are single women who have given the 
kolkhoz their best years 


[A. Morgachev] Incidentally, about kolkhozes. What are 
the peasants’ opinions of them? Is there truth in the 
thesis that the kolkhoz system inevitably leads to depeas- 
anuization and to the degradation of agricultural produc 
tion? 


{[V. Ostrovskiy] Here one must speak to all sides of the 
question, examining what is meant by the concept 
‘“kolkhoz.”’ It is interesting to look at the first charters of 
artels, drawn up by the peasants themselves. In spite of 
grammatical errors, they are extremely literate in their 
essentials. They precisely establish the voluntary nature 
of the association, set limits within the framework of 
obshchina landholding, indicate shareholder contribu- 
tions, describe the division of labor, taking family tradi- 
tions into account, stipulate the collective mnght to own- 
ership of the means of production and the products 
produced, grant legal rights to cottage industries and 
seasonal work and make it possible to withdraw from the 
kolkhoz. However, the harsh bureaucratic system of 
centralized administration disfigured all this. What 
should be meant when we say “kolkhoz’’—that which we 
have today, or that which was voluntarily created by the 
peasants themselves’ 


Generally, village dwellers are not demanding the rapid 
breakup of kolkhozes. They are simply complaining 
about 14-16 hour workdays, no days oti, poor work 
Organization and unjust pay. Many suggest “working on 
their own in small four to six person collectives con- 
sisting of people who think alike,” ““untying their hands 
so that they can become masters,” “not interfering in 
earnings.” “The possibility of larger earnings,’ with the 
conversion to new forms of farm operations, attracts 53 
percent of the lessees and 69 perceni of the workers 
polled. It would seem that the answer to the question 
about what peasants want 1s: to work under conditions 
where they can earn more. About 37 percent of the 
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lessees and 32 percent of other workers see possibilities 
of sufficient earnings “in their private subsidiary plots, if 
they are expanded.’ We have started to study this 
question. It turned out that a considerable part of the 
rural population has very modest demands. The most 
important of them could be satisfied by just a small 
increase in family income. Also, tor many years they 
were exorted not to satisfy their personal needs through 
public production, but to renounce them for the sake of 
public needs. Now we are reaping the fruits of this and 
are looking for ways to recreate an interest in work. 
Unfortunately, we have built a model of socialism 
without taking into account people’s biological and 
social nature. This model is based upon elementary 
principles of comparison: if capitalism is private owner- 
ship, then socialism 1s public ownership; tf capitalism is 
the anarchy of the market, then socialism ts the plan; if 
Capitalism is competition, then secialism is emulation 
and mutual assistance; if capitalism is small peasant 
farms, then socialism is large scale production. This 
series can be extended to the entire sphere of our public 
life. But life turned out to be more complicated. We 
wound up in a dead end street. In getting out of such a 
dead end street, it is better to have a cool head and a 
scientific approach. 


Rural Opinion Polls Published 


Are Peasants Leaving the Land? 
904B00744 Moscow ARGUMENTY I FAKTY in 
Russian No 30, 29 Jul-4 Aug 89 p 4 


[Article by L. Chernyshova, candidate of philosophical 
sciences: “Has the Flight from the Land Been Stopped?”’] 


[Text] The comparative analysis of results of a sociolog- 
ical study conducted by the Institute of Public Opinion 
Research of the CPSU Central Committee in large 
regions of the country in 1986, 1988 and 1989 offers a 
chance to see through the eyes of rural workers whether 
they are reacquiring the sense of being masters of their 
land and initiative from within 


Unfortunately, one has to state that the gap between the 
“master of the land” ideology and individual behavior 
not only persists but has become deeper. 


In 1986, 30 percent of sovkhoz workers and collective 
farmers said they felt as masters of the land; in 1989, 48 
percent of office workers, 16 percent of construction, 
shop and farm workers and 13 percent of industrial 
workers felt they were masters at their workplace. 


Complaints were voiced about the pace of intensification 
efforts (by over 60 percent) and labor organization, 
conditions and compensation (by 60 percent); many 
Instances of mismanagement were mentioned (by 85 
percent) and workers and collective farmers were rather 
pessimistic in assessing their ability to improve the 
Situation in the industry. 
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Comparison between answers three vears apart shows a 
decline in labor morale, which was most likely the result 
of falling expectations. A large portion of rural workers, 
or 37 percent, are not convinced that current changes are 
positive and think that the economic situation in the 
country has worsened; just 18 percent think that their 
personal standard of living has improved during pere 
stroyka. In the opinion of 56 percent of respondents no 
change has occurred. 


Leasing is seen as the most effective way to bring the 
peasant back to the soil. Those who shifted to that 
system, or 16 percent, show greater labor discipline, 
initiative and responsibility. Some 70 percent of man- 
agers and 65 percent of ordinary workers think that 
leasing should continue. However, judging by their 
answers, a large share of rural workers do not tind leasing 
attractive: only 25 percent expressed a desire to shift to 
this form of activity, while 42 percent had no opinion. 


In choosing ways to make agriculture more efficient, 73 
percent of respondents stressed the need to give more 
independence to kolkhozes and sovkhozes. Only 12 
percent were able to list advantages o/ collective leasing, 
8 percent of family leasing and 7.5 percent of collective 
lease contract. 


Leasing has not played a major role in turning rural 
workers back into peasants, since, first, it still avoids the 
issue of hired labor; second, it entails much hard work 
and an intense physical effort and, third. because com- 
plexity and confusion with interindustry prices keeps 
actual players from participating in setting their materia! 
incentives and introduces uncertainty into the expended 
effort-material reward equation. In 1989 this was the 
view of 50 percent of workers and managers 


Only 30 percent of respondents thought they shared in 
the managing of their enterprises. On!y 13 percent saw 
meetings at the collective as useful, 5 percent thought 
their proposals and comments were fully taken into 
account and carried out and $9 percent were convinced 
that management was not interested in therr opinion 
councils of labor collectives either function poor), 
organs of workers’ autonomy (the view of 45 percent) o1 
do not function at all (26 percent) 


Some 30 percent of workers and 43 percent of collective 
farmers are convinced that the success of social and 
economic changes on the countryside mainly depends on 
them, and 60 percent said that it directly depends on 
management. 
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We have been able to put on hold harmful trends in 
agriculture, and to turn the consciousness of peasants to 
view changes with more interest, but judging by the 
results of our poll, 1t is too early to claim that the process 
of peasants becoming rural proletariat has been halted. 


Perceptions of Rural Future 


YO4BO0CT4B Moscow ARGUMENT) 1 FAKTY in 
Russian No 49. 9-15 Dec 89 p 4 


[Article by V. Bakushev. candidate of philosophical 
sciences, sociologist: “Soviet Farming: Wall It Last Until 
Tomorrow?” | 


| Text} The Agroprom has failed to feed the country. The 
food program has siphoned off tremendous funds but the 
problem is still urgent. Not only does production lag, but 
growth rates in the processing industry and storage 
capacity also do. What is it that stands in the way of 
feeding the country and who could solve this problem? 


We have heard nurnerous general statements about the 
recognition of “multiple economic forms” being our 
agricultural strategy. However, the core structure of this 
‘multiplicity’ has failed to matenalhze. New forms 
emerge painfully and steps must often be retraced. As 
they fight stereotypes in thinking among the bureaucrats 
who for years have ordered agriculture about, peasant 
families bold enough to take business into their own 
hands are asserting their right to become a part of the 
emerging agricultural complex 


What is the future of the Soviet farmer and what can 
society expect of him? According to existing data. few 
could be called Soviet farmers. or a little over 4,000 
people. [This small social group will not just supplement, 
but develop considerably and rebuild agricultural pro- 
duction, which has lost its vitality. and the rural way of 


life 


Who wants to go tnto business independently? The 
sociological analysis of the results of a poll conducted 
among delegates of the founding conierence of the Asso- 
iation of Russia’s Peasant Farmers shows that most of 
them are convinced that the land should be leased for 
long periods of time, perhaps even in perpetuity, with 
the right of inheritance. Local soviets, and never 
kolkhozes and sovkhozes, should give out land. They 
also think that in exceptional cases, depending on local 
conditions, the state could sell plots to peasant families. 
However. trade in land 1s not acceptable 


The poll supports the view that multiple economic 
forms, with family farming having a status equal to that 
of other existing and emerging forms—such as agricul- 
tural companies and complexes—are generally popular. 
However, the emphasis on encouraging leasing has as its 
goal the solution of the food problem and does not help 
resiore the peasant way of life on the countryside. 


Almost three quarters of the Association of Peasant 
Farmers members polled think that the main difficulty 
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in the development of family farming is the legal ambi- 
guity of the new form of activity, and the rest see the 
problem in the resistance of rural managers. 


Most respondents intend to invest their profits back into 
their businesses. The legitimate question is whether o1 
not this promotes private property. But the material 
content of individual property is changing. Only three 
years ago, a peasant could not have a tractor on his 
private plot, but today it is no longer considered an 
offense. One would think that if a dozen highly produc- 
live COWS were treated with care at a family farm, it 
would be both economically and morally preferable to 
the abysmal treatment animals endure at sovkhoz tarms. 


Most farmers, or 70 percent, stress that they want to 
produce environmentally safe products. 


Farmers spoke of the need to create a broad network ot 


self-financing entities able to provide a wide range of 


services locally. 


The poll showed that peasant farms do not get necessary 
assistance from local soviet and kolkhoz party organiza- 
tions. Moreover, farm organizers are often hounded. 
Only one out of 6 or 7 respondents said that they got 
some support from rayon ispolkoms. Yet, in Lithuania, 
farmers get support from the newly formed Peasant 
Association. Respondents praised the first research and 
consulting cooperatives in Moscow Oblast offering legal 
and economic help to beginners. As to existing rayon 
units of the Agroprom, they do not bother with farmers. 
If so, what is the worth of all those statements about 
equal status? 


MAJOR CROP PROGRESS, WEATHER 
REPORTS 


Autumn Weather, Crop Conditions 
Mid-October Conditions 
904B0040A Moscow SELSKAYA ZHIZN in Russian 27 


Oct 89 D ] 


[Article by T. Rossinskaya, agricultural meteorologist 
“Weather and Crops”’] 


[Text] Moderately warm weather is observed in most of 


the USSR European territory. In most districts, the 
average temperatures for the last ten days were 1-2 
degrees C higher than in many previous years. Every- 
where there were night frosts from | to 6 degrees below 
zero. In the north of the Volgo-Vyatskiy region and in 
most of the Uralskiy regions, frosts were from 7 to 9 
degrees below zero. 


In the Ukraine, Northern Caucasus, Moldavia, in the 
South of the Volga area, and in the Central Chernozem 
Belt, the conditions for harvesting sugar beets, sun- 
flower, corn and late types of vegetables were mostly 
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favorable. The 2-3 days of rains did not seriously inter- 
fere with harvesting. At the same time, in the North- 
West of the Ukraine, in Belorussia, in the Baltic repub- 
lics, in the Central Area, and in most of the Central 
Chernozem Area, the weather conditions were unfavor- 
able for the final stage of harvesting and for fall plowing. 
Ihe top laver of soil became saturated after 4-6 days of 
rain Which caused interruptions in the field work. 


Vegetation of winter grain crops Could be observed only 
during daytime in the Northern region, in the North of 
the of the North-Western region, and in the Central, 
Volgo-Vyatskiy, and Uralskiy regions. The crops there 
are mostly in their ullering stage. Their bushiness mea- 
sures as 2-3 shoots per plant. Winter rye of early sowing 
sprung 4 or more shoots per plant. In other regions of the 
European part of the USSR, vegetation of winter crops 
continued 


In the Uralskiy and Volgo-Vyatskiy regions, there was a 
considerable drop in temp cature in the last few days. 
The minimum temperature dropped to 10 degrees below 
zero and to 13-18 degrees on the soil surface. The snow 
cover reached 2-7 centimeters tn height. 


In most areas of Western Siberia, vegetation of winter 
crops could be observed only during daytime. Insuffi- 
cient moistening of the tillable layer of soil was recorded 
as before in the south of the Novosibirskaya Oblast and 
in certain areas of the Altayskiy Kray. There was suffi- 
clent moisture on the rest of the territories. In the next 
few days, after a brief warm spell, it will get cold again: 
the temperature will drop down to 3-8 degrees below 
zero at night and to around zero in daytime. Snow 1s 
expected. Snow cover during the third week of October 
used to appear in some regions of the Irkutskaya and 
Chitinskaya Oblasts. 


The republics of Central Asia are having dry and warm 
weather favorable for cotton gathering and also for cattle 
grazing and driving. Conditions for sprouting, growth 
and development of winter grain crops detenorated due 
to lack of nourishing moisture 1n the soil 


Late October Conditions 
YO4BOO40B Moscow SELSKAYA ZHIZN in Russian 8 


Nov &Y fa ? 


(Article by T. Rossinskaya. agricultural meteorologist: 
‘Weather and Crops” ] 


[Text] The weather stayed warm for an unusually long 
time on the European territory of the USSR. But now 
vou can feel a breath of cold air. Night frosts can be 
expected even in the South 


Most noticeably, temperatures plunged in the North- 
Fast. It was snowing there, the height of the snow cover 
reached 1-10 centimeters, and in places 15-20. In most 
areas of the Northern, Volgo-Vvarskiy, and Uralskiy 
regions, vegetation of winter grain crops and of perennial 
grass stopped 15-20 days later than average for many 
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previous years. The minimum temperature of soil at the 
depth of winter crops tillering nodes was between 0 and 
minus 2 degrees Centigrade. 


In the North-Western, Central, Central Chernozem 
regions, in the North of the Privolzhskiy region, and also 
in the Baltics and in Belorussia, winter grain crops are 
well-supplied with moisture. In places, soil is saturated. 


In Moldavia and in most of the terrirory of the Ukraine 
and North-Caucasian region, the tillable layer of soil in 
the fields of winter crops received sufficient moisture. 
Winter crops of the optimum sowing periods were in 
their tillering stage. Crops of late sowing periods [first 
half of October] were in the stage of sprouting and 
developing the third leaf. In certain areas of the Lower 
Volga region and in the east of the North-Caucasian 
region, morstening of the soil proved insufficient for the 


crops. In those areas, winter crops were in the stages of 


sprouts and third leaves. 


Conditions for the final stage of harvesting of late crops 
were favorable in the southern half of the European part 


of the USSR. The weather was warm, and 2-3 days of 


rains did not interfere in any considerable degree with 
the work. Harvesting was affected unfavorably by rain: 
in the north of Belorussia, in the Baltic republics, in the 
North-Western and in the north of the Central regicns. 
In most areas, the top layer of soil stayed saturated. 


In the Western Siberia and Northern Kazakhstan, the 
weather was unstable, with frequent rain and strong 
winds. The first and the last days of the ten-day period 
were especially cold: the minimal temperature was 8-15 
degrees below zero or even lower in places. During 5-9 
days, there was rain and wet snow. The precipitation 
measured up to 11-40 millimeters, 45-70 in _ places, 
which 1s 1.5-5 5 times higher than the many years’ 
average for the same ten-day period. Thickness of snow 
cover reached one to eight centimeters. Winter grain 
crops and perennial grass were in their dormant state. 


In the republics of Transcaucasia and of Central Asia, 
with the exception of Turkmenia and Tadjikistan, the 
rains that passed somewhat increased moistening of the 
tillable layer of soil under the winter crops on unirrigated 
lands. Turkmenta and Tadjikistan had little precipita- 
tion and therefore the winter grain crops still do not have 
sufficient moisture in the soil. No specific problems were 
observed during picking of raw cotton. In some places— 
in the Fergana valley, in Tashkentskaya, Syrdaryinskaya 
and Samarkandskaya oblasts and in Kirgizia—four to six 
davs of rain disrupted the picking. 


Reports from Major Sugar Beet Regions 


Western RSFSR 


904B00494 Moscow SELSKAYA ZHIZN in Russian 31 
Oct 89 pl 


{Article by M. Sushkov, director of Rossakhsvekla [Rus- 
sian Sugar Beet Association] of RSFSR Gosagroprom 
[State Agroindustrial Committee]: “Russia's Sugar Con- 
vevor’’] 
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(Text) The kolkhozes and sovkhozes of the Russian 
Federation have raised a good sugar beet harvest this 
year. Each hectare is yielding about 250 quintals of root 
crops. Harvesting 1s coming to a close; 29 million tons 
have been made available for processing. A total of about 
31 million tons will be procured 1n all 


On the eve of the celebration of Great October we are 
salisficd with the success of beet farmers in Voronezh, 
Belgorod, Kursk, Lipetsk, Orel, Bryansk, Ulyanov and 
Tula oblasts, which surpassed state orders considerably. 
The enterprises of Krasnodar and Stavropol krays, which 
are gathering over 300 quintals of root crops per hectare, 
are close to this. 


As betore the flagmen of Russian beet farming—Rossiya 
Kolkhoz of Medvenskiy Rayon and Zarya Kommu- 
nizma Kolkhoz of Korenevskiy Rayon, Kursk Oblast— 
have remained at the top. They collect 600 quintals of 
root crops per hectare. About 500 quintals is the yield in 
Znamya Lenina Kolkhoz of Bryukhovetskiy Rayon, 
Krasnodar Kray 


All of the sugar plants in the republic are working at an 
intensive pace. Already, |2 million tons of raw materials 
have been processed. The sugar content of root crops 
surpasses last year’s indicators by almost | percent. The 
output of the end product, sugar, has increased signifi- 
cantly as well) At Ulyanovskiy Plant, for example, it 
reaches 14 percent. The sugar refiners of Ust-Labinskiy 
Plant in the Kuban are surpassing their plan produc- 
tivity 


West, Central Ukraine 
YO4BOO049YB Kiev PRAVDA UKRAINY in Russian 25 
Oct SY p l 


[Article by T. Arkushenko: “Beet Farmers Are Taking A 
Test} 


[Text] This season was not quite successful for the 
republic’s beet farmers. However, this did not prevent 
many enterprises from cultivating a good harvest. For 
example, in Kolkhoz iment Kalinin of Yampolskiy 
Rayon and Kolkhoz men: Lenin of Kazatinskiy Rayon, 
Vinnitsa Oblast, where large areas of land are always 
allocated to beets, farmers are harvesting 500 aid more 
quintals of roots per hectare. The work 1s proceeding at 
a precise pace and equipment ts utilized throughout the 
daylight hours. 


Today the root harvest ts greater than in past years in a 
number of rayons and oblasts as a whole as well. If this 
raw material is harvested and preserved efficiently and 
processed in the best possible time, it 1s possible to 
noticeably increase sugar Output. It is with this attitude 
that the farmers of many other enterprises of Vinnitsa 
Oblast, Ternopol and Bukovina are working. They dig up 
an average of 370-380 quintals of beets per hectare 
respectively. At the beginning of the season harvesting 
was carried out in the volumes that were needed for the 
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well-paced operation of plants. With an increase in pace 
a part of the root crops is stored in root crop pit fields. 


A mass harvest in all 19 beet cultivation oblasts began 
much later than usual this year. Its pace and the inter- 
action of participants in the conveyor are being estab- 
lished by the intensive plan of product procurement—no 
fewer than 44 million tons of raw beets are to be 
delivered for processing. Over 30 million tons have 
already been harvested. The average load per combine 
comprises about 100 hectares, which is approximately 
equivalent to the norm. But as of yet only half of the 
harvested beets have been processed. It 1s essential to 
decrease the time the beets need to be stored in pits to a 
minimum. After all, as confirmed by specialists, under 
such conditions over a period of 100 days the sugar 
content decreases by almost half. 


With good organization it is completely possible to deal 
with the harvesting and shipment of root crops before cold 
weather sets in and to retain sugar content. However, 
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unfortunately not everyone prepared as he should have for 
this work; many harvesting units have not been repaired 
even today. This refers primarily to Volynsk and Lvov 
oblasts. Specific crew assignments have not been made 
everywhere. 


Transportation workers of various departments are 
helping to move the roots from the field. in Kamenskiy, 
Zolotonoshskiy and Chernobayevskiy rayons of 
Cherkassy Oblast, Yampolskiy Rayon of Vinnitsa Oblast 
and Dunayevetskiy Rayon of Khmelnitsky Oblast the 
centralized method of truck operations is being used 
more and more extensively. As attested to by experience, 
it enables us not only to free up to 40 percent of 
machines but also to decrease losses of raw materials. At 
the same time in Poltava and Kirovograd oblasts the 
possibilities of this progressive method are used not at all 
fully by far. In a number of the republic’s rayons trucks 
remain idle due to the shortage of fuel and lubricating 
materials. 
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POLICY, ORGANIZATION 


Construction Trust’s Lease Contract Experience 
Related 

YO4ICO0034A Moscow EKONOMICHESKAYA GAZETA 
in Russian No 37, Sep 8Y pp 4-5 


{Article by Yu. Nikitin, deputy manager for economics 
at the Kubansantekhmontazh [Kuban Plumbing Instal- 
lation] Trust, Krasnodar, and correspondent Ye. Babak 
under the rubric “The New Mechanism of Economic 
Operation”: “The SMUs Are Being Retired”’] 


[Text] The Kubansantekhmontazh Trust converted to 
leasing contract as of October 1—it was one of the first in 
the country’s construction complex to do so. The construc- 
tion and installation administrations [SMU] were dis- 
solved here at the same time. Now Kubansantekhmontazh 
is the sole trust in the USSR Minmontazhspetsstroy 
{Ministry of Installation and Special Construction Work] 
system that has rejected the SMU, that basic manage- 
ment link in construction organizations. 


The first months of operation were the time of emergence 
of the new form of labor organization. It has confirmed the 
correctness of certain conceptions and has forced correc- 
tions in others. 


Krom the Correspondent’s Notebook 


Aubansantekhmontaczh ts the smailest trust in Minmon- 
tazhspetsstroy. It performs 17 million rubles of work a 
year. The trust ranks helow many other construction 
organizations of Krasnodar Kray in reputation and scale. 
But the subdivisions of the trust are scattered all across tts 
territory. The workers install plumbing equipment, venti- 
ation and heating systems at industrial enterprises and in 
residential housing 


At the ministry they say that Kubansantekhmontazh was 
mentioned with a heavy sigh several years ago. Well, they 
said, let’s count up the losses of the Krasnodar people. And 
they counted them up from vear to year. Then a new 
manager came—WVasiliy Nikolayvevich Dyakonov. He 
updated the equipment base and organized the construc- 
tron of a mayor workshop for the manufacture of heating 
eyuipment. And very soon they started counting up profits 
instead of losses at the trust. Dyakonov was also one of the 
initiators of the conversion of the trust to leasing and a 
two-tiered management system. And now—the words of 
deputy Yu. Nikitin himself. 


Who's Running the Show? 


The trust concluded a lease contract running to 1991 
directly with the Promventilyatsiya [Industral Ventila- 
tion] NPO [Scientific Production Association], of which 
it is a part. The lease payments include the following 
components: deductions from accounting income into 
the budget (9.83 percent), to the centralized funds of the 
ministry (2.68 percent) and the NPO (1.44 percent): 
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payments for fixed and working capital (4 percent of 
gross income), labor resources and depreciation deduc- 
tions. 


A board with an economic council and arbitration is now 
the supreme body in the trust. The board includes the 
trust manager and his deputies, the chairmen of the 
profit centers of the trust, the chairman of the labor- 
collective council and his deputies, the chairman of the 
council of secretaries of party organizations, the 
chairman of the united council of the trade union and 
the chairman of the auditing commission. 


All of the members of the board were elected: the chiets 
of the profit centers at meetings of their own collectives, 
and the manager at a conference of the labor collective of 
the trust. The elections were held before the conversion 
to leasing, and the voting was open. 


The principal functions of the board are improving the 
production and organizational structures, selecting and 
placing personnel, regulating the mutual relations among 
subdivisions of the trust and appioving the estimated 
expenditures of centralized funds and the dimensions of 
the lease payment along with making decisions based on 
the results of audits. 


An economic council was formed from among the mem- 
bers of the board that is its executive body and prepares 
materials for the monthly sessions of the board 


The council of the labor collective resolves social issues 
(material assistance for those needing it, material and 
moral incentives for the best workers etc.) 


The 30 profit centers became the basic production 
elements after the dissolution of the eight SMUs. Each of 
them has concluded a lease contract with the trust. The 
dimensions of the lease payments are determined in 
strictly individual fashion and depend on the volume 
and structure of the work being performed, the technical 
sophistication etc. It is clear that the size of the lease 
payments for the subdivisions differ sharply (by almost 4 
times). All of the caJculations, whatever techniques we 
used, were performed on the basis of practical expen- 
ence. 


The profit center has its own operating account at the 
bank. The collective of that subdivision—20-80 peo- 
ple—is obliged to live on the funds they earn themselves. 
They go to pay wages, for social development and for 
in-house needs. Subsidies from the trust for these pur- 
poses are not provided. Truc, we can borrow at our 
accounting center. The collective decides how to spend 
the funds—increase wages or construct housing for their 
own workers 


The production-development fund has been centralized. 
The trust board now decides how 1 spend 1t. 


The subdivisions report their gross and net profits, the 
amount of work performed and wages and compose an 
accounting balance sheet. The trust, of course, monitors 
them. There is an administrative auditing department 
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Formation and Distribution of Trust Income Using Lease Contracts (According to the 1989 Plan) 


Key: 
. Contract activity 
Output of auxiliary types of production 
. Sales and supply services 
. Pension and rest camp services 
. Consumer goods 
Public services 
Preparation of technical documentation 
Other services 
Gross output 
Material expenditures 
Depreciation deductions for complete restoration 
of fixed capital 
12. Trust FRP [production-development fund} 
Gross income (8.791 million rubles) 
. Lease payments 
. Payments for fixed and working 
capital (4 percent of annual—355,000 rubles) 


—DOWIDAMAS HSN 


16 


17. 


is 


Payment tor labor resources (300 rubles per 
worker—48 5 000 rubles) 

Accounting income (7.911 million rubles) 
Deductions to budget (9.83 percent—778,000 
rubles) 


Deductions io mimstry (2.68 percent—212,000 
rubles) 

Deductions for the NPO (1.44 percent—114,000 
rubles) 

Depreciation deductions (245.000 rubles) 
Unplanned tncome (expenses) 

Business income (6.92! million rubles) 
Production-d lopment tund (centralized) 

(S70) ON r ible: 

Wa ind social-deseclopment fund (6.306 million 


Fin a] -¢ (centralized) (318,000 rubles) 
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for this that regularly inspects their financial and book- 
keeping documents. But there 1s no monitoring by the 
bank or financial bodies. 


All reporting to higher bodies is composed in the trust 
apparatus. It was namely the reduction in reporting that 
made it possible to eliminate the SMU, whose apparatus 
was basically engaged in compiling information. 


Spending is passionately counted by all, from the worker 
to the chiet of the section. They have rejected cars for the 
managers almost everywhere. Many of them drive drive 
a car themselves. The use of personal motor transport is 
encouraged. The drivers of cars are reimbursed for 
gasoline expenses. 


A careful inventory of al! the equipment on the trust 
balance sheet was performed with the conversion to 
leasing. I recall how we called for them to get nd of 
unnecessary or obsolete equipment at all our meetings 
years after year—and all for naught. And now they have 
written off total fixed capital of about a million rubles 
over the fourth quarter alone. 


The real foundation of the trust’s activity is the perfor- 
mance of work at state-order sites --facilities of RSFSR 
Minyugstroy [Ministry of Southern Construction]. State 
orders are 60 percent of the overall volume of work. The 
lease contract of the Promventilvatsiya NPO requires 
that these facilities be provided with all essential 
resources. 


The trust in turn passes the state order along to the 
subdivisions. The trust, and not they, pay the fines in the 
event it is not fulfilled. Reductions in the lease payments 
of the profit centers are one incentive for the fulfillment 
of the state order. Any contracts may be concluded or 
any services performed beyond the state order that the 
collective of the individual section or trust 1s able to 
manage. There 1s a great demand for plumbers every- 
where, right down to apartment repairs. The opportuni- 
ties that have opened up, along with the reduction in the 
administrative apparatus, have allowed an appreciable 
increase in earnings in the trust. 


From the Correspondent’s Notebook 


The construction of a multi-story building ts cominy to an 
end not far from the center of Krasnodar. A team from 
Kubansantekhmontazh is working in the bowels of the 
enormous building. Installer Aleksandr Pugachev does not 
remember where this one falls in his count. He has been in 
the trust over ten vears, since back when the organization 
was numbered among the hopelessly backward ones, and 
the workers were among the lowest paid at the construc- 
tion sites and plants of the city 


“Today you can't complain. Wages have gone up one- 
and-a-half to two times compared to last year alone,’ 
relates Pugachey. ‘The wages are quarterly. We receive 
the pay as an advance in the first, second and half of the 
third months, and at the end of the quarier ts the final 
accounting We distribute the wages allowing for the KTU 
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and pay scales. We can reject the scales as well, But it’s 
more convenient fur us this way. Several people, hy 
decision of the team, receive supplemental pay for high 
skills—8-14 percent of the pay scale 


“Sometimes we provide incentives simultaneously for 
some important work and sometimes we knock some off 
the pay. No offense there. Everybody sees who can do what 
and who has earned what.” 


All the Income for Wages? 


The skeptics were saying during the conversion to leasing 
that license in the distribution of business income was a 
risky business. Would the collective suddenly throw all 
the income into wages? The need for housing, kindergar- 
tens, certificates for sanitoria and other social benefits 
differs for everyone, while a desire to get good wages is 
characteristic of all. But any right-thinking owner cannot 
help but think of tomorrow. The apprehensions were 
thus not justified. The collectives are creating financial 
reserves and updating their equipment. 


There has been no skewing of wages. The trust income ts 
growing faster than the wage find. The economy in the 
wage fund totals over half a million rubies 


But all the business income in one section—the 
Novorossiysk—was spent on wages nonetheless. They 
didn’t even think about a financia! reserve. True, they 
quickly realized there that they had done something 
wrong, and they straightened out the wages in the next 
quarter. But it would cost the state dearly if everyone 
started experimenting that way. But orders are powerless 
here at the same time: you don’t send down a directive to 
the section to “direct funds toward the development of 
production. 


“How do you act in such a situation? The board decided 
it was safest to attract workers’ funds for the renewal of 
fixed capital through shares of stock, which the trust will 
issue next year. The money received will go into a 
centralized fund for the development of the trust. Today 
we have to think about how best to get people interested 
in acquiring stock. 


‘““We, as subcontractors, are the last to arrive at a job. 
And the construction workers’ disease is well known— 
they hand over the facilities, as a rule. at the end of the 
year. And so we have crash work in October-December. 
we don’t have enough people. And after the first of the 
year, conversely, we don’t have enough work. This lack 
of rhythm is reflected in the wages accordingly. When 
cooperatives appeared, the workers rushed over. Now 
they aren't leaving for the cooperatives.” 


Not by Number, but by Skill 


The new production relations demanded a new organi. 
zation of labor and pay for the administrative apparatus 
They were also granted the right to perform services for 
outside organizations directly. According to the initial 
plans, all of the services were to become economically 
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accountable and exist on the funds that they received 
from the services they rendered. 


That approach, however, proved to be realistic only in 
relation to the process design-engineering bureau and the 
legal department. 


The process design-engineering bureau reviews the 
design-engineering and planning-estimate documenta- 
tion coming in from the trust sites and other organiza- 
tions. Each review ts paid for. 


The income of the legal department is formed according 
to a standard for the difference between the total fines 
exacted from partners and the total fines paid by the 
trust. The net balance of this activity is still positive. Last 
year the trust income increased by 450,000 rubles. In 
1986 the trust, by way of comparison, received just 
200,000 rubles in sanctions. Partners that are forced to 
put out large sums try not to violate their obligations 
anymore. The regularity of operations improved visibly 
right off at the Krasnodarproyektstroy [Krasnodar Con- 
struction Planning} Association and the Adygpromstroy 
{Adyg Industrial Construction] Trust. We had never 
even dreamed earlier that they would be submitting 
facilities before the fourth quarter. 


The legal department considers complaints by subdivi- 
sions against each other free of charge. By the way, we did 
not envisage penalties nght away for the non-fulfillment of 
obligations by subdivisions among themselves. Today we 
are convinced that economic accountability [khozrashchet] 
in the trust is impossible without it. 


And when we started a discussion with the workers on 
payments for accounting, bookkeeping and other ser- 
vices, it turned out that not everyone understood the 
sense and necessity of financial and economic work. The 
board decided that every subdivision 1s obliged to deduct 
a certain sum for the maintenance of the services and 
administration of the trust. 


Wage standards have now been set for the departments 
depending on the business income of those subdivisions 
of the trust whose work they support. 


This system has not justified itself either, however. It 
provides no opportunity for an objective evaluation of 
the labor contribution of the individual. A clerk, for 
example, had an income that approached the pay of 
department managers. But the work, after all, is not 
comparable in skills or intensity. We therefore decided 
to return to a system of fixed salaries. But we will raise 
the role of material incentives. Good work should 
receive generous bonuses. 


The main change nonetheless is that working under the 
new conditions has required initiative of the staffers of 
the apparatus. 


Tatyana Melyukhova 1s now working as the deputy chief 
of the commercial-contracts department, and she came 
to the trust at one time right after finishing the institute. 
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She says that for ten years she was just a simple coordi- 
nator between the ministry and the suba ‘visions of the 
trust. The ministry issued orders and she rewrote them 
and scattered them downward. Now she has to compute 
every time whether it is more advantageous for the trust 
to conclude the next contract. 


The role of the bookkeepers has risen sharply under the 
new conditions: the requirements for the quality of the 
accounting have increased. Several bookkeeper positions 
have remained unfilled with such a large reduction in the 
trust. The administrative apparatus has been reduced by 
109 people overall in the course of structural restructuring. 


From the Correspondent’s Notebook 


Larisa Alifanova, the deputy chief of the accounting 
center: 


“They cut me back. Not the authorities, the workers. | was 
a labor economist at the Krasnodar SMU. When the SMU 
was dissolved, the collective itself decided who it needed 


from among the administrators. They rejected my job. I 


came out ahead as a result—my new duties are incompa- 
rably more interesting. But at the time... It was so 
unpleasant, so offensive!” 


Conversion to leasing inevitably entails reductions in 
administrative personnel. There are several examples in 
Krasnodar itself where administrative workers impeded the 
creation of construction leasing teams with all their miught. 
Here you can hear the sensational story of how one of them, 
in order to incorporate leasing, had to leave the SMU 


And even today, USSR Minmontazhspetsstroy is giving 
very guarded evaluations of the mass reductions being 
pursued at Kubansantekhmontazh and the matter of the 
dissolution of the SMU. This ts, of course, a matter for the 
collective, but won't the production process be worsened if 
the ministry has doubts? 


There Were No Conflicts 


So far matters have only gained! There are 1,600 people 
in the trust, and one out of every five is an administra- 
tive worker. Some 1.25 million rubles were spent on the 
upkeep of the administration last year, while an estimate 
of 272,000 rubles has been approved for 1989. And the 
pay of each has gone up as well. 


Today each profit center has an average of 2.5 econo- 
mists and bookkeepers—two on staff and one that ts 
brought in for vacations or illnesses. 


Out of the people that were cut back, 47 have remained 
in the trust in some new capacity. Another 62 were 
dismissed. Each was given severance of two months’ pay. 
There was not a single conflict. | think because the whole 
collective took part in the re-organization. 


The problem of job placement, however, will undoubt- 
edly arise if these reductions are done across the whole 
kray, and it can be resolved only with the aid of kray- 
level bodies. 
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From the Correspondent’s Notebook 


The chairman of the labor-collective council, team leader 
Belik, was quite vigorous in @ discussion with the deputy 
manager for economics: 


“You people, the administration, decided to dissolve the 
UPTK [Production and Technological Supply Adminis- 
tration], and now what about us at the site? Now there's 
not enough materials, and will there be anybody to deliver 
them?” 


“But it was vou, Vladimir Aleksandrovich, who insisted 
on reductions in supply workers.” 


“How was it me?” 


Who voted for it at the board? Who was claiming that 
there were so many of them that they were in each other’s 
way?” 


“True. I voted...”’ said the team leader, confused. 


It would not be an exaggeration to say that leasing 
relations require more competence and a broader outlook 
of all members of the collective—both workers and exec- 
utives—than before. 


Decisions are made collectively (and, as practice shows, 
are not always the correct ones); the voice of one person 
can be decisive. 


They say in the trust that one section was even seriously 
debating whether they needed a chief engineer. What 
about replacing him with a team leader? Then he could be 
paid less. 


And what happened with the supply workers? They calcu- 
lated that the direct profits from their activity were less 
than the expenditures on maintaining them. That was 
when the question arose at the board of whether they could 
be partially cut back. And it ts well known that matters are 
still not so good in supply. There is a particular lack of 
plumbing hardware, without which the trust might as well 
stop working. So there were essentially no extras among 
the supply workers. How could that be? A way out was 
eventually found: part of the expenditures for the upkeep 
of the UPTK were reimbursed by the general contractor, 


JPRS-UEA-90-001 
18 January 1990 


as was agreed to in advance in the contract. This was 
advantageous for the general contractor: experienced spe- 
cialists would be engaged in supplying his sites. And what 
if they had given in to the first rush and rejected the supply 
workers? 


1 have heard how the workers of one section were asking a 
representative of the administration why the ministry was 
not providing money for housing. The ministry ts not 
obligated to provide it now, they explained to them, you 
yourselves should earn it, the trust ts on leasing. All of that 
is so, those asking replied, but why won't the ministry 
provide money anyway? It is much more atfficult to alter 
a person's consciousness than to re-organize production. 
Nothing here will come of impulse. The leasing relations 
themselves, on the other hand, are changing people, 
making them the true owners. This is shown by the 
experience of all the leasing collectives 


The NPO of the Future 


I was already saying how much the internal statistical 
reporting of the trust has been reduced. But the reporting 
“upward” has remained unchanged. The enterprise 
annual report includes 58 various forms and expansions 
on them. We write all kinds of information in them— 
from the economy of electric power to the documenta- 
tion of job positions. And in our opinion, it would be 
quite sufficient to report on the volume of work per- 
formed and to declare our income. There are, after all, 
financial organizations and a bank in the local areas, let 
them monitor the rest of the indicators. Today thou- 
sands of people are engaged in balancing the balance 
sheets for all the line items, from the installation admin- 
istration up to the ministry. So many staffers are occu- 
pied with reports at Promventilyatsiya NPO alone! Just 
like the administrative workers of our former SMUs. 


The NPO its presented to us as a voluntary association of 
state enterprises led by a council of managers. Here there 
should be a standing executive body that 1s formed by 
the council and subordinate to it. The functions and. 
accordingly, the income of this body are also determined 
by the council. Why not perform an experiment in 
creating such an NPO, at least within the framework of 
our ministry? 
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Consumer Goods Imports for 1988, 1989 Reported 


904D0039.4 Moscow ARGUMENTY 1 FAKTY in 


Russian No 1, 6-12 Jan 90 p 4 


{USSR Goskomstat Report: “USSR Consumer Goods 
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Imports”] 
[Text] 
USSR Consumer Goods Imports 
Item | Jan-Sep 88 Jan-Sep 89 | Jan-Sep 89 in Percentage of 
Jan-Sep 88 
Raw Material for producing food-flavoning goods, 5805 6980 120 
millions of rubles 
from socialist countries 3810 3788 99.4 
"tron Capitalist countnes 1995 3192 160 
Grain millions of tons 25.1 29.7 118 
from socialist countries 2.0 1.7 85 
from capitalist countnes 23.1 28.0 121 
Coffee thousands of tons 39.0 63.0 162 
~ from socialist countries 6.1 6.2 102 
7 trom capitalist enemies 32.9 56.8 173 
Cocoa beans, thousands of tons 107 165 154 
from capitalist countries 107 165 154 
Tea, thousands of tons 76.6 99.2 130 
from socialist countries 15.6 19.7 126 
from capitalist countries o1.0 79.5 130 
Raw sugar, millions of tons 4.0 4.8 120 
from socialist countries 2.9 3.4 117 
from capitalist countnes 1.1 1.4 127 
Food-flavoring goods. millions of rubles 2289 2712 118 
from socialist counines 1692 1648 | 97 —_ 
~~ from capitalist countnes: | $97 1064 | 178 
Meat and meat products. thousands of tons 516 505 | 98 
from socialist countries 479 382 80 
"from capitalist countries — | 37.2 123 331 
Animal oil, thousands of tons | 287 208 72 
from scciadiat communion 1 £52 $6.1 223 
~ from capitalist countnes —_ 262 152 $8 
Cheeses, thousands of tons 95 7.9 83 
from socialist countries 8.1 7.6 94 
or | r r 7 
Fresh and fresh-frozen fish, thousands of tons | 482 420 87 
"imac waa T Zz r r 
; ‘from capitalist countries a - | 474 419 88 
a — —+— 
Se | a = 7 
from socialist countnes | 164 112 68 
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USSR Consumer Goods Imports (Continued) 



























































































































































Item Jan-Sep 88 Jan-Sep 89 Jan-Sep 89 in Percentage of 
Jan-Sep 88 
from capitalist countries 12.1 12.6 104 
Fresh fruits and bernes, thousands of tons 454 433 | 95 7 
from socialist countnes 308 304 | 99.0 
from capitalist countnes 146 129 | 88 
Refined sugar, thousands of tons 99.2 227 if 229 
from socialist countnes 28.3 25.4 | 90 
from capitalist countnes 70.9 202 285 
Vegetable oil, thousands of tons 291 790 271 
from socialist countnes 20.4 13.0 64 
from capitalist countnes 271 777 | 287 
Manufactured consumer goods, millions of rubles 6052 | 6947 | 115 
from socialist countnes 5052 5246 | 104 
from capitalist countnes 1000 1701 | 170 
Sewing goods, millions of rubles 1095 1275 116 
from socialist countnes 898 1026 114 
from capitalist countnes 197 249 126 
Knitted outer and under garments, millions of rubles 523 583 11 
from socialist countnes 377 385 102 
from capitalist countnes 146 198 136 
Hosiery, millions of rubles 79.9 80.8 101 7 
from socialist countnes 70.0 69.8 99.7 
from capitalist countnes 99 11.0 11) 
Leather footwear, millions of pairs 51.0 50.6 99 2 
from socialist countnes 44.3 41.3 93 
from capitalist countnes 6.7 93 139 
Furniture, millions of rubles 445 | 423 95 
from socialist countnes 436 | 416 95 7 
from capitalist countnes 8.8 | 7.2 82 
Medicines, millions of rubles 1033 | 1154 | 112 
from socialist countnes 963 | 1064 | 110 a 
from capitalist countnes 70.3 | 89.9 128 
Soap, thousands of tons 5.1 | 100.1 ia 19.6-fold 
from socialist countnes 5.1 | 5.5 | 108 
from capitalist countnes | | 94.6 | 7 
Detergents. thousands of tons | 36.9 212 | 575 
from socialist countnes | 36.5 54.4 149 
from capitalist countnes | 0.4 158 
Perfumes and cosmetics, mullions of rubles | 363 | 408 ay > —_ 
from socialist countnes | 238 \ 234 98 —_ 
from capitalist countnes 125 | 174 139 
Sewing machines, thousands 82.7 | 91.5 | 111 
from socialist countnes 70.0 if $7.9 83 —_ 7 
from capitalist countnes | 12.7 33.6 | 265 —_ 
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Committees Discuss Ways to Curb Prices 
YI4D00074 Moscow TRUD in Russian 1 Oct 89 p 1 


fArticle by A. Pankov: “To Curb Prices: In the USSR 
Supreme Soviet and USSR People’s Control Commit- 
tee”’} 


(lext] Currently, many committees and commissions of 
the USSR Supreme Soviet are engaged primarily in 
discussing the preliminary plan and budget for the next 
year. But this will go on for a long time, and we will report 
on it in the future. Today, we offer you a report by our 
parliamentary correspondent from the joint meeting of the 
USSR Committee on People’s Control and the USSR 
Supreme Soviet Commission on Labor, Prices and Social 
Policy Issues, which discussed how to stop price 
increases. 


A scream from the bottom of the soul frustrated by 
inability to buy goods. This phrase, which may one day 
become a catchphrase, was heard at the end of the 
meeting. But the scream itself—and I would even call it 
a groan of millions—was heard during the entire discus- 
sion. The bitterness and alarm of the people seemed to 
have infected all participants. When Deputy Chairman 
of the USSR State Committee on Prices I. Gorbachev 
announced in a professional monotone that prices for 
staples are rising no faster than in the previous five-year 
plan penod, and that cereal prices have not changed 
since the 1950s and meat prices since the 1960s, he was 
showered with accusations. 


“You want to lull our concern with your figures,” 
declared deputies A. Baranov and S. Gurenko. ““Why are 
you not answering the direct question: can the State 
Committee on Prices stop price increases or not?” 


Emotions... Both at sessions of the USSR Supreme 
Soviet and at meetings of 1ts committees and commis- 
sions, emotions and a style appropriate for a rally win 
over reason. Now more than ever, one would think, 
statesmen need the wise equanimity of a medical doctor. 
Only then will they be able to make decisions worthy of 
their high status and be truly able to change the situation 
quickly and radically. 


1. Gorbachev felt uncomfortable on the podium. Of 
course he did not want to lull anybody, but his speech 
was not convincing enough. Some opponents reproached 
the State Committee on Prices for being too passive and 
too slow and for not carrying out the government reso- 
lution passed on 5 January of this year to establish a 
State-wide system of price controls, for which a two- 
month deadline had been given. In reply, I. Gorbachev 
spoke about widespread inspections at enterprises, about 
sanctions, about developing new methodologies and 
about proposals to abolish preferential distribution of 
profits on goods labeled ““N” and “D”. 


Listing all the measures alone consumed a considerable 
amount of time. Nevertheless, the question remained: 
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why are the shelves still empty and why ts inflation 
accelerating? Does this mean that the committee’s mea- 
sures are ineffective? 


“If the State Committee on Prices is nothing but a 
barometer of the economic situation, we cannot agree to 
such role,” stated the commission's chairman N. Gnit- 
senko. “Let us then recognize that this entity 1s useless 
and start seeking other forms to affect the problem.” 


It would seem that complaints about the State Com- 
mittee on Prices were legitimate. Unfortunately, our 
State agencies, despite an emergency financial and eco- 
nomic situation in the country, often still act in the spint 
of old times: slowly and ponderously. And yet, in the 
course of the meeting I wanted to ask (even though 
journalists are not allowed to do so): “Is this the main 
problem?” Is a thin hairdo the fault of the hairdresser if 
it is the customer who is losing his hair? Every day we 
speak of using economic policy measures, but when we 
come against a concrete problem we quickly begin clam- 
oring for stiff actions and sanctions. How Icng will we 
continue to reach for the whip”? 

True, we want actions that get results quickly. True, 
many sanctions and even economic measures seem to 
have been ineffective in this situation. But would it be 
right to abandon the four years of difficult reform that 
are already behind us and to return to stnet regulation? 
Even from this point of view, to speak of the leading role 
of the State Committee on Prices does not seem most 
productive. 


It would probably be more useful to discuss the supple- 
mentary emergency economic measures proposed by 
some participants of the meeting 


Prices should not be set. The State Committee on Prices 
does not set them. Any forced adjustment leads to 
numerous negative phenomena, such as speculation and 
shadow economy. One has to agree with these statements 
of deputy chairman of the commission A. Zhuravlyov. 
Unfortunately, few deputies carried on the discussion in 
this key. 


As a supplementary emergency measure, A. Zhuraviyov, 
an economist from Minsk. proposed to introd_ce a 
convertible ruble starting in January of next vear. Such 
rubles would be paid as part of salaries, entitlements, 
pensions and stipends. They could be used to purchase 
goods in short supply. Otherwise, said the deputy, none 
of our measures to saturate the market with imported or 
domestic goods would benefit honest workers, poor 
families and retirees. Such goods would be bought by 
dealers of the shadow economy, who are holding enor- 
mous sums of money such as the mere mortals have 
never even dreamt of. A convertible ruble would also 
facilitate transactions with foreign partners 


QO. Latsis, a member of the USSR People’s Control 
Committee and doctor of economic sciences, thought 
that in the current extraordinary situation we should 
return to a rationing system. Locally, it has already 





66 CONSUMER GOODS, DOMESTIC TRADE 


emerged, in the torm of selling goods upon presentauion 
of internal passports, various coupons, or selling at 
enterprises. This system is not entirely equitable. Resi 
dents of republic capitals and those who work tor more 
influential enterprises ahd agencies have a clear advan 
tage. According to data collected several years ago 
families with per capita incomes below RSO paid R4a 
kilo for their meat capita 
incomes of R125 or more paid the state pric R2 In 
other words, a centralized rationing system would ben 
efit primarily the poorest members 


whereas those with pe 


Ot society 


} 


Other concrete proposals have been expressed as well 


Both I. Gorbachev and V. Kulikoy, Chairman of the 
USSR People’s Control Committec, mentioned many 
examples how enterprises are trying to jack up prices for 
their output. Many speakers ci d that this 
result of our group selfishness 


‘right selfishness and justice must 


Ot course we should 
triumph. But the meeting did not mention another issue 
We ourselves have created this group selfishness. The 
problem is not only the fact that enterprises have beer 
too ready and too ly 
acquired rights. Let us recall the remainder principle 


Nasty to make use of the new] 
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bor many decades, light industry has been at the lowest 
rung of the priority scale, getting only leftovers from 
profits, now it is taking its revenge 


(one hopes that it is a temporary phenomenon, But only 
if the state and the planning agencies would not 
encourage light industry. Data on the enormous differ- 
ence between output growth expressed in rubles and in 
units of Output was mentioned at the meeting. Why do 
enterprises act this way? For this, the state plan, or state 
orders, are to blame. For instance, the Moscow complex 
“Zhenskavya Moda” has a plan to raise production 2.2 
times in ruble terms and only 25 percent in units. 
(Incidentally, the draft state plan for 1990, recently 
submitted to the USSR Supreme Soviet, reinforces this 
trend.) Unfortunately, no one aside trom deputy 
S.Gjurenko paid much attention to this form profit- 
squeezing by the state 


In their joint resolution, the commission and the Peo- 
ple’s Control Committee decided to support the demand 
of the All-Union Central Council of Trade Unions to 
Stabilize prices and saturate markets with goods. But the 
search for actual solutions to this problem goes on; 
responsible decisions must be made, and made very 


soon 
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Kuznetskugo! ‘Concern’ Created 
IS280002 Moscow SOVETSKAYA ROSSIYA in 
Russian 23 Dec 8Y Second Edition p 1 


{Article by V. Khristenko: “A Concern Has Been Cre- 
ated’’] 


{Text} Novokuznetsk—One of the main points of the 
protocol agreed upon between the Kuzbass strike com- 
mittees and the government commission was their 
demand for the economic independence of the coal 
enterprises 


At the recent founding conference of the representatives 
of the Yuzhkuzbassugol and Prokopyevskgidrougol asso- 
clations labor collectives the Kuznetskugol concern was 
created 


Each enterprise has complete economic independence 
The concern plays an organizational role in coordinating 
scientific-technical and commercial activities and in 
fully resolving socioeconomic issues for the labor collec- 
tives 
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First Half 1989 Ukrainian Coal Production 
Figures 

YO4EVO2Z2A Kiev UGOL UKRAINY in Russian 
No 10 Oct 89 pp 45-47 


[Report: “UkSSR Coal Industry in the First Half of 
1989" 


[Text] In the first six months of 1989 the miners of the 
Ukraine extracted 96.69 million tons of coal, including 2.47 
million tons above the plan. Most of the production associ- 
ations fulfilled the plan for coal extraction (Table 1). Only 
three associations in Voroshilovgrad Oblast (Lisichan- 
skugol, Pervomayskugol, Sverdlovantratsit) and one in 
Donetsk Oblast (Shakhterskugol) failed to cope with the 
plan. In comparing the extraction for the first half of 1988 
with that of the first half of 1989, however, the reduction in 
the coal extraction level in virtually all the associations 
cannot help but be noted. For the period under discussion 
its level on the whole for the UkSSR dropped by 2%. This 
was caused not only by the deterioration in the mining- 
geological conditions due to the gradual intensification of 
mining operations, by the need to extract from thin beds 
and by various organizational shortcomings, but also by the 
fact that in the republic the volumes of renovation and 
updating the working mines with an increase in the produc- 
tion capacities were negligible, and a number of mines, 
which had mainly exhausted their coal reserves in produc- 
tive beds, were forced to extract from balance reserves, in 
order to maintain the capacities 
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Table 1 (C ontinued) — 




















Production associations Extraction of all coal 

Plan, in 1000 t Actual, in 10001 %ofplan y- % of Ist half 1988 
Paviogradugol 6850 7583 __{f _ “110.7 —— 106.8 a 
Ukrzapadugol 6390 6659 | 04.2 ana a 95.2 i 
Aleksandriyaugol 4745 4812 101.4 ~— 996 7 
For the UkSSR 94225 96691 102.6 =a ar Tee 














The coal loading plan was not fulfilled in the first six 
months. Because of irregular supply of rolling stock to 
the consumers and moreover, in an insufficient amount, 
1.09 million tons of coal were not shipped, and the 
balance of coal in the warehouses considerably exceeds 
the norms. For example, at the warehouses of the mines 
in Donetsk Oblast, 3.55 million tons of coal piled up, 
with a norm of 2 million tons, at the mines of Voroshi- 
lovgrad Oblast, 4.17 million tons, with a norm of 1.8 
million tons, and at the Aleksandriyaugol Association, 
1.22 million tons, with a norm of 0.15 million tons. 
Prolonged storage in warehouses causes a deterioration 
in the quality of the coal, and the consumers cannot 
obtain it on time. 


Some 93.51 million tons of coal, or 102.6% of the plan, 
were extracted by the underground method in the first 
half of 1989, and 97.7% of the level of the comparative 


period (first half of 1988), and by the open method— 
3.19 million tons, or respectively 104.3 and 109.1%. 
Some 1.44 million tons of coal, or 94.3 and 93.4%. were 
extracted by the hydraulic method. 


The ash content of the coals extracted and shipped was 
within the limit of the norms (respectively 29.4 and 
18.3%) and did not exceed the level of the ash content in 
the first half of 1988. 


Coking coal extraction in the first half of 1989 was 39.07 
million tons (Table 2). The extraction plan was 105% 
fulfilled, but its level was 2.1% lower than in the first half 
of 1988. Three associations in Voroshilovgrad Oblast 
(Voroshilovgradugol, Pervomayskugol, Stakhanovugol) 
failed to cope with the coking coal extraction plan. The 
Pavlogradugol Association substantially increased 
coking coal extraction. 

























































































Table 2 
Production associations Coking coal extraction 
Plan, in 1000 t Actual, in 1000 t ie %ofplan | ; % of Ist half 1988 7 
Donetsk Oblast 26808 2352 —~S”té“‘<‘X|S*“‘<‘;*«*N | ar ee 
_ Donetskugol 7894 8434 106.8 — T1101 6 
Makeyevugol 6190 6280 101.5 ~_ 98 7 
Krasnoarmeyskugol 4501 4855 rs 107.9 95.8 
Selidovugol — — 7 ~ ee fT _ ; 
Dobropolyeugol 2645 2978 112.6. — | 85.2 _ 
Artemugol 3025 Sd! 7 104.3 a 98.4 
Dzerzhinskugol 1545 1577 102.1 yy 996 
Ordzhonikidzeugol 805 866 | 107.6 | RG 
Shakhterskugol 203 08 )Sté<~S*<‘<i=~S*«SD'S mi 101.5 
tH = _ 
Torezantratsit — ~~ | ane { = ae 
Voroshilovgrad Oblast 6720 6570 T 97.8 | 93.2 
Voroshilovgradugol 195 176 - — ; 903 ; - —{[ ; ; 85 ‘ 
Stakhanovugol 1637 1622 | 99 | | 83.7 
Pervomayskugol 908 _ 760 - “B37 ; - TT ; 83.4 
~ Lisichanskugol _ — Tt _ - - : 
Krasnodonugol 3980 4012 7 i. _ “1008 - ; | -_ 100.4 : 
Donbassantratsit _— —_ ; / ; - 
Antratsit — —_ ee | | = T | 
7 Rovenkiantratsit — _ — | | 
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Ta able 2 (Continued) 





Coking coal extraction 
































easnaaih _ _ enone etanesenatie ieeierenniis 
| Plan, in 1000 t A ‘tual, in 1000 1 % of plan % of Ist half 1988 

| ee eecteecnneeeeeslneipeomes 
Sverdlovantrats pat —{— — — — — 

Pavlogradugol 900 107) 119.0 183.4 

Ukrzapadugol Tr 2780 3082 110.9 98 3 

- —_--- a oo re a= —+—_— — ——- -—- —-- ---—- —----- - 

Aleksandnyaugol a - _ -- 

—_—- - ee — —_—— —————e — — ——eeeee - —_— —__ —— 

For the UkSSR | 37208 | 39074 105.0 97.9 











In the first half, there were 1529 stopings functioning in 
the UkSSR coal industry, which is 31 less than planned 
(Table 3). The average working line of stopings was 4.04 
km lower than the plan, and their average monthly face 
advance was 1.4 m lower. In the first half of 1989 the 


average daily load for the stoping was 334 tons, as 
against 358 tons according to the plan and 346 tons in 
the period being compared. Coal extraction from a 
square meter of undercut area of the bed was 1.78 tons 
with a plan of 1.66 tons. 




















































































































Table 3 
Production amociations To Number _ —_ Average monthly Average working line Ave rage daily Ic load 
of working stopings | face advance, m of stopings, m on working stopings, t 

nT es ee 
_ Donetskugol Hl 188 oe | oe 30.6 a | ae 326 — 
__Makeyevurot [er es ec 

_Krasnoarmeyskugol ! 37 | $8.5 6715 7 19 
pened pete ercs apr rere eects See ee ————« Serene een 

Selidovugol 34 52.9 5696 473 
— Dobropolyeugol [ 8 [- 67.4 Pry T 2 
Anemugl sti‘ f 27.3 15242 a 
" Dzerzhinskugol Oo TT a 68 oo : 229 8060 T 118 
~— Ordzhonikidzeugol | 109 7 272 23 | 1H 
eden eee sneer el a saeco eens 

Shakhterskugol | 8 30 17063 355 
~ Torezantratsit as 16 To 30.0 17 nn ET 7 
Voroshilovgrad Oblast = (sti‘;ti(t;s‘éltf!O!!UCUd 8M 75696 56 
~ Voroshilovgradugot | 68 37.9 717 372000 
—“Stakhanovugol SSSC*dSC 16103 80 
7 " Pervomayskugol re 40 rn 23 2 7 | 7235 — 268 a 
~— Lisichanskugol rr, ey y: 3389 rrr 
~ Krasnodonugol _ —_ TT 55 oT 39.3 8343 a 93 CO” 
Donbassantratsit == | «46 | 26s 10563 ry. 

~ Antratsit rs 34 i 27.5 5308 tf a 393 _ 

Trontus CL ne 

Sverdlovantratsit | 37 | 49.8 6371 §92 
Pavlogradugol —T —_ Wo — 68.8 11059 O18 ; 
fica =#=86C«SCS*S 87 faa mi200tédE:=“‘(<‘é(y(NSCOCOSSO! 
Aleksandnyaugol rr rs ry 1160 T0666 
For the t UkSSR Oo | 7 1529 | i —— 351 235063 _ 3347 











In the first half, new equipment continued to arrive at 
the mines—mechanized complete sets with a higher 
technical level, means of transport, means of automa- 


tion, signalization and communications, etc. In both the 


quantitative and the qualitative respect, however, min- 
ing-shaft equipment 1s not yet satisfying the demands of 
the consumers. The situation 1s particularly bad with the 
supply of spare parts to replace rapidly wearing parts and 
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assemblies for stoping and drifting combines and sets, 
scraper conveyors and muckers, which has caused con- 


siderable loss of work time. 


There were 650 working, 


completely mechanized faces (KMZ) in the mines of the 


Ukraine in the first half of 


1989. 


Their distribution 


among production associations is shown in Table 4. The 
average working KMZ line was 99.04 km, which 1s 3.95 
km less than planned. The average daily load reached 
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first half of 1989 for all the working KMZ was 59.12 
million tons of coal, with the plan $7.34 million tons 
(99.5% of the level of the first half of 1988) The relative 
proporuon of extraction from completely mechanized 
faces was 67.4%, which is 1.3% more than the plan and 
1.5% of the level of the period being compared. This was 
achieved mainly through the introduction and the more 
efficient use of a new generation of mechanized sets— 












































548 tons, or 107.9% of the plan. Coal extraction in the IKM-103, KMT, KM-88. 
‘Table 4 
So leteseeatitiar peeesieteceeeltetaeenpeecenaneee _ . soeeicncieeneeh 
Production association | Number of working KMZ | Avera "rage ¢ working line ¢ ot tKMZ. m | Avera age di uly oad 0 on KMZ, a 
Donetsk Oblast 318 491 | 494 
a — - —— - +- ee —- —_ - _ —— 
Donetskugol { 10) 13625 551 
a { eens ] ssitinescns — 
Makeyevugol | 32 | 6027 558 
cir aes ie —— a ak tees —_ —_ a _ 
Krasnoarme yskugol_ | 3} S918 9?| 
= - a +~ _— ——_—__+ —_ -——_-— — 
Selidov ugol i 22 3034 $24 
a: See ocala tt henbegl sae itiplestioninaneaiicanial _— acelin na 
Dobropolye ‘ugol | 26 | 4004 ] 781 
commninaiinrisind aeuieics —- : —_ + a ee : saeua wis _ 
Artemugol | 38 1881 155 
aS ene - . — ia + _ - -_ —— — SLES 
Drerzhinskugol | 9 | 709 124 
— aa -— + + - - + ———— ~ - 
_Ordzhonikidze gol | 19 | 1046 14} 
aioe ait er on } ne a - = —— 
_Shakhterskugo! 32? 6346 f §35 
— —E ——E —— —-t — + _ —— —_ —e oe -_ — —_ — 
Torezantratsit 9 | 6581 | 422 
a ee _ 7 + . — — — _ + - —— et — 
Voroshilov grad Oblast | 18 30329 | 576 
Ae = eens eee j eceieceeeeetisiatinnemee see 
Voroshilov gradugol | 3] 4541 | 516 
“Stakhanov ugol | | 1860) 418 
sno SS —-+ : — = t. a . nd = —+ — aw nl a Sahaecaeemensciesdennemie 
Pervomay skugo! | 4 | 653 610 
Lisichanskugol 13 1965 | 636 
ec —— + _ ‘ ——- eee a oe > ——— — — 
Krasnodonugol — 26 4377 666 
eee = — ———--} - + — — - ~> —— — 
Donbassantr atsit | 34 | 5505 48) 
jerees apehnecineetectacianeslacetenacecse — } 7 cee Pes ee Sek opaoeeadeneapeancieediceies 
Antratsit 12 1762 | 604 
a ef ~ + a _. — + = eae eee 
Rovenkiantratsit | 2{ | 3498 | 692 
en aasnenencms SORES Sinaia ~ ~ + — = — aes ie — 
Sverdlovantratsit 35 6168 619 
nr +— - + - ---- ———T - ee —- we 
Paviograduge I | 64 | 10696 | 664 
_————$ + —+- —+-- _ $$ $$$ ______— 
U krzapadugol 65 8289 | 616 
-_——_—_——_ - ~ + + + — ———— —_———$—$ $$ 
Aleksandniyaugo! l¢ 1160 666 
jabeiaiicttatat oe ___| 4 reenact 
For the UkSSR 6 99045 i S48 
Particular attention was paid at the mines of the Ukraine plan for all headings, including by economic and con- 
to fulfilling the heading program, for prompt preparation tracting methods, was 104.6% fulfilled, including that for 
of the stoping front. In the first half of 1989 the drifting Stripping and developing—102.4% (Table 5). 
lable § 
Production association Development heading carned out (econ. and contract. me ethods) 
pea antes iaamdanainetnestigeniadcnate 4 : _ 
lotal Sur ipping and de veloping 
—_————_—_—_—___—— + t 1 — 
Plan, km Actual, km ® ol plan Plan, km | Actual, km % ot f plan 
a — a | ns + —— —4¢ : = —— i ire isceeeeee 
Donetsk ( Ybiast | 9 17.9 iS] 1.8 $33.9 | 102.3 
te t t t - 4 - ~ --4- oa 
Donetskugol | 137.0 136.0 99.3 110.9 | 109.5 98.8 
- - —~——— + - ~+ - + + ~ _ + -__--—— 
Make ~yevugol 95 | 99 4 104.9 73.4 75.9 103.4 
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Table 5 (¢ ‘ontinued) 

Production association "Developme nt he ading carrie r out (econ and contract. 1 me thods) BO 
Oo Total | Stmpping and developing 
/ _ ; Te P lan, km | Actual, km % ot bli an . —t “Plan. ka | Pern a ——% of plan 

; me {1 1 44 ) Tt 105 0 _ | —_ 39 5 - | a 4? 4 ft 107.4 
~~ Selidovugol I 45.2 a 44.2 ed a —  go2—Cod|sit 
___ Dobropolyeugol — | esd cn 1027 re er ee 
_ ~ Artemugol a ee | - 18.) 105.9 [- 7 S340 i 546 102 2 
“Deerthinskugol =SSst=é=<“—«~S:*C<‘i«‘<=«éSSCSdTS*«C«C “| rr ee ee ee | oe? dT 103 
__Ordehomikideeugol | 808 58S |e Ps + ee 
__ Shakhterskugo! - _| 76.2 | 789 a 103.60 | S63 | 57.1 —_ 101s 
Torezantratsit { _ 57.2 | | 66 | | = | 5.5 | _ 9.2 | - 41.2 i. - VOS.t 
Voroshilovgrad Oblast | 420.5 | 433.2 103.0 | 315.0 318.9 101.3 
__ Voroshilovgradugol ; | 66 5 - 68! T 102.3 a | 32 2 ~{ a _ 102 1 7 
~Sattanovwgt PP ts 
a 
Lisichanskugol 29.2 | 26.3 | 90.2 26.9 | 94.4 90.7 
~— Krasnodonugol |i | 48 O|SC«d a7.) Cid 
__ Donbassantratsit | r 475 | 49.8 1 104.8 1 L 97 1020 
Antratsit, [7 »4 | wie | et | 487 | 1034 
 Woverinaniraicnt ; | 44 5 | 44 4 ; | 99 7 T _ 28 3 T 28 3 ae 100.0 
 ‘Sverdiovantratan TT 47 7 48.7 103 2 | 7 4 - | 7 370—OWLS 102.5 
Pavlogradugol | 7 | 83.) : 108.5 L 72.2 if us a 108.0 
Ukrzapadugol 63.8 68.§ 107.4 $7.1 $9.7 104.6 
Aleksandriyaugo! | m4 | 160 21 | 16.0 1 149 | 93.1 
For the UkSSR : Bi 1261.3 | 13189 | “104.60 [ —9s20—“‘<‘(<;r~*é«CtOOS CU]! 
The relative proportion of developing headings carried under discussion (Table 6). At the same time, lagging 
out with mechanized loading of the coal and rock (allow- behind is observed with respect to introduction and 
ing for the heading adopted where loading is required), efficient use of drifting combines: the level of combine 
was 82%, it increased by 3.3% during the period drifting dropped by 0.8% and was 33.5%. 
_ Table 6 














$$ _______- ekeieneeonenens ae 
Product ton associations Re lative Proporti on of he adings drifted with: me ech anize ” c coal and rock loading, % 
Total c With combines 
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Ukrzapadugol 8.6 
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Aleksandriyaugol 78.7 
For the UkSSR 78.7 


Table 6 (Continued) 
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Table 7 shows the volumes of coal processing at the 
enriching mills of the UkSSR coal industry. In the first half, 
73.9 million tons of coal were processed, and 45.4 million 
tons of concentrate were obtained. Despite the development 


of the planned indicators, it must be noted that the pro- 


cessing volume dropped by 1.9% and the output of coarse 
and middle-size grades—by 0.5% (including anthracites— 
by 3.2%). Briquet production rose by 5.7% 
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In the first half of 1989 the republic’s coal industry was 
working under cost accounting. The transition to the new 


conditions of economic activity and the introduction of 


contracting and lease relations contributed to an increase 


in the efficiency of coal extraction. The output of com- 


mercial product per worker rose 


plan, and by 


b.. 
vy 


4.5% as against the 
3% as against the level for the first half of 
1988 (Table 8). 





Table 8 
Production associations ] Output of commercial product per worker 
| Plan, rub | Actual, rub % of plan | % of Ist half 1988 
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Table 8 (Continued) 













































































Production associations Output of commercial product per worker 
_ Plan, rub Actual, rub. % of plan % of Ist half 1988 
Krasnoarmeyskugol 3175 3344 105.3 96.6 
Selidovugol 2025 - 2158 106.6 96.2 
Dobropolyeugo! 3035 3238 106.7 98.2 
Artemugol 1629 1713 105.2 101.8 
Dzerzhinskugol 1392 1465 105.2 103.9 
Ordzhonikidzeugol 1470 1513 102.9 100.0 
Shakhterskugol 2624 2653 101.1 97.9 
Torezantratsit 3634 3761 103.5 98.4 
Voroshilovgrad Oblast 4736 4862 102.7 101.1 
Voroshilovgradugol 1987 2035 102.4 99.1 
Stakhanovugol 1379 1432 103.8 101.9 
Pervomayskugol 2967 | 3093 104.2 100.3 
Lisichanskugol 2377 | 2366 99.5 97.1 
K rasnodonugol 2372 2476 104.4 103.5 
Donbassantratsit 2335 2397 102.7 102.3 
Antratsit 2299 2398 104.3 106.4 
Rovenkiantratsit 3525 3649 103.5 100.7 
Sverdlovantratsit 3280 3322 101.3 99.3 
Pavlogradugol 4573 5116 111.9 109.5 
Ukrzapadugol 6324 6761 106.9 | 101.9 
Aleksandnyaugol 7155 7598 106.9 105.0 
For the UkSSR 4472 4673 104.5 102.3 

















The average recorded number of industrial-production 
personnel in the first half of 1989 was 10,170 persons 
fewer than in the plan, and 20,620 persons fewer than the 
level of the period being compared. 


In January-May 1989 the cost of a ton of coal was 26.62 
rubles—24 kopecks less than that specified by the plan. 
As a result, during this period the profit plan for 


Voroshilovgrad was 13.54 million rubles. The lowest 
level of the cost of a ton of coal was achieved in the 
Krasnoarmeyskugol Association—20.16 rubles. It was 
the first in the Donbass to begin work under the new 
conditions of economic activity. 


COPYRIGHT: Ukrainskoye respublikanskoye uprav- 
leniye VNTO Gornoye, 1989 
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Estimated Strike Losses in 1989 Noted 
18280001 Moscow TRUD in Russian 1 Jan 90 p 2 


{Unattributed article: ““Expensive’ Strikes’’] 


[Text] Whar did the strikes cost us? (Ye. Karavayey, 
Novogorod) 


With this unhappy question we turned to the USSR State 
Statistical Committee. 


From January to November of last year there were 
strikes at !,500 enterprises of the country with the 
participation of 14 million people. Moreover, on a daily 
basis an average of 30,000 people did not work. 


Uncompleted work and unreceived products totalled 
RO.8 billion, and 7.5 million man-days were lost. On the 
whole, strike losses totalled R2 billion. 


At the Ministry of the Coal Industry, we were addition- 
ally informed that this year 621 of the sector’s enter- 
prises and 388 open-pit mines were on strike. A total of 
1.897 million people did not report to work. Losses of 
Output comprised 7.6 million tons, commodity output— 
R295 millon, and profits—R205 million. Budget reve- 
nues were R60.4 million less and coal export suffered 
losses of |.1 million tons. 


Specialists Discuss Unemployment Problems, 
Possible Solutions 


Imbalance Between Jobs Wanted, Work Needed 


904 FO00284 Thilist ZARYA VOSTOKA in Russian 
28 Oct 89 p 2 


[Article by Vasiliy Zilinskiy, head of the Administration 
for Labor Resources and Cadre Training, Georgian SSR 
Goskomtrud [State Committee for Labor and Social 
Problems]: “LUinemployment: Reality and Forecast—-In 5 
Years the Unemployment Rate 1n the Republic Could 
Reach 5 Percent. A Program of Preventative Measures 1s 
Needed’ 


( Text] Do we have unemployment? No, according to data 
from Goskomstat [State Committee for Statistics]. There 
is no unemployment, but there are individuals occupied 
with housework and personal subsidiary operations. 
During the past 4 years in Thilisi their number has 
increased by 1,500. Today in the capital alone more than 
50,000 working age persons are hidden behind this sta- 
tistical entry. Let us examine it. 


If, from the total number of nonworking persons we 
subtract women with children under 18 months old, or 
with 4 and more children, and the number of youths 18 
to 19 years old in the Army, then we still have 20,000 
persons who could be employed 1n public production. 
This group includes specialists with higher education 
who have been waiting years for work and _ skilled 
workers on the lists at the Tbilisi Center for Job Place- 
ment, Retraining and Professional Reorientation. Also, 
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if somebody 1s sent out to a job and refuses it, then they 
hurry to take him off the list of unemployed and classity 
him as a “parasite.” This practice is influenced by a 
theoretical position: socialism automatically assures full 
employment; the very fact of the existence of socialism 
excludes unemployment. 


True, socialism really eliminates classical unemploy- 
ment in the form described by Marx, that is, the general 
surplus of supply over demand in the labor market. The 
problem is that such classical unemployment in the form 
described by Marx does not exist anywhere tn the world. 
In the United States, for example, there are 7 million 
unemployed and | 1 million vacant jobs. The scourge of 
the modern economy !s no longer absolute unemploy- 
ment, where it is impossible to find any work, but 
structural unemployment. Its characteristic is a gap 
between workers’ skills and the work available. I[t 1s 
naive to think that the social order can save us from such 
unemployment. Systematic. well thought out and bold 
work 1s needed to help correct ex:sting disproportions. It 
must also be immediately admitted that such imbalances 
will arise in the future. The economy is developing and 
there are changes 1n its structure, technological processes 
and infrastructure. These changes are sharper and more 
rapid in the present reform. This makes it necessary to 
pay special attention to labor resources, not leaving 
things to run on their own. If not, perestroyka wall be 
hindered not by the command system of management, 
but by workers with low, insufficient or unsuitable skills. 
There are examples of this .\oday, and they are cause for 
concern. Practically everywhere there are shortages of 
highly skilled workers to use the most modern equip- 
ment. Among those seeking work are auxiliary workers. 
controllers and assembly line workers. 


However, structural unemployment is not always caused 
by skill requirements. Today there are 470 vacancies for 
urban transportation drivers. Also, many people want to 
be taxi drivers. When we offer them work in urban 
transportation, they categorically refuse. Why? They are 
not satisfied by working conditions, wages and the 
impossibility of acquiring a registered vehicle. 


The situation in light industry ts another classical 
example. There are 3,000 vacancies in the sector; prac- 
tically every factory needs sewing machine operators. 
weavers and knitting machine operators. Most of the 
unemployed are women. However, their pay 1s low and 
work 1s on the second shifi. Eight people were sent to the 
Isani Production Association, but only one was hired. 
Previously there was an easy solution to this problem— 
the main enticement was a Tbilisi identity card. the 
charm of which covered all inconveniences. Under the 
new conditions the ministry could not formulate a neu 
policy for attracting labor resources. Another situation 
well known to readers is specialists’ “line” for work 
There are 1,200 persons registered for teachers’ jobs. In 
the last 3 years their number has declined fourfold 
However, this is not as a result of placement in their 
speciality, but due to certification. Three thousand five 
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hundred people have been forbidden to engage in peda- 
gogic activity. This means state expenses for their 
training must be written off as a loss. 


About 500 doctors are registered at the Tbilisi City 
Health Administration. The number on the list has more 
than doubled since 1985. About 400 musicians and 
cultural education workers are registered at the Culture 
Department of the Tiblisi Gorispolkom. Of the 700 
registered at the city job placement center, 400 have 
higher educations. These specialists are very much 
needed in the countryside. It is an old problem; it did not 
arise recently. There are still no solutions within the 
framework of existing approaches. 


To prevent such disproportions from arising in the 
future there must be a sober forecast, free from dogmatic 
prejudices. 


What awaits us tomorrow in the sphere of employment. 
and what are the prospects for the labor market? 
According to our calculations, up to 60,000 persons will 
be released from material production in the republic 
during the next 5 years. The new system for paying labor 
provides incentives for releasing workers. Where previ- 
ously 10 workers were occupied, they are now trying to 
get by with 3. Today we can correctly say that up to 
100,000 persons in the republic are unemployed. As our 
employable population is about 3 million, we can predict 
5 percent unemployment. This is not high. In recent 
years in the United States unemployment has ranged 
from 7 to I! percent of the employable population. 
However, it must be taken into account that our econ- 
omy's dependence upon direct iabor 1s double that of 
developed countries. The negative effect from unem- 
ployment can be higher here. Every effort must be 
exerted to reduce unemployment as much as possible 


The first path, which is usually proposed as the main 
cne, is to shift people to the service sphere Is this 
realistic? There is reason to assume that it 1s not. Today 
there is fierce competition in the service sphere. True. 
this is not for customers, but for resources: spare parts 
for television sets, for food products in the food service 
system and construction materials for major repairs 
There are not enough resources even for those who are 
already professionally occupied in services and who have 
a good supply system. Could newcomers succeed here? 
Hardly. 


The second path is to create the possibilities tor devel- 
oping the cooperative movement. It is thought that 
cooperatives could absorb at least some of the excess 
supply on the labor market. However, a recent decree by 
the country’s Supreme Soviet has practically closed this 
possibility. Cooperatives are put in a position where they 
can increase their wage fund only by reducing the 
number of workers. 


Obviously, neither services nor cooperatives can solve 
the problem. What is needed 1s a complete state program 
to create jobs and expand employment. Such a program 
is now being developed. Its main features are balance 


as 
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between jobs and labor resources and a system for 
redistributing labor resources. The main danger to this 
program 1s a possible lack of material and financial 
resources 


Why have so many socially necessary programs not 
found sufficient material support and vanished into thin 
air? First of all because they have not been backed by 
legislation. This makes it possible for planning and 
supply organs to uSe any pretext not to implement them. 
For the declared state employment policy to have a solid 
foundation 1t must have legislative backing. Only a “Law 
on Employment in the Georgian SSR” can provide such 
backing. Such a law would be a reliable guarantee from 
hidden growth in unemployment. It would also provide 
social guarantees to those who have lost their jobs. There 
are still no such guarantees, in spite of constitutional 
rights 


We will give one exampie. There has repeatedly been talk 
about how, in domestic legislation, we strive to adhere to 
international standards. However, we recently estab- 
lished up to 14 weeks of unemployment benefits, even 
though the Convention on Employment Assistance and 
Protection Against Unemployment approved by the 
International Labor Office recommends at least 26 
weeks. It is advisable to create an employment fund at 
the republic level. It would receive resources to help the 
unemployed and temporarily jobless. 


Goskomtrud Official Interviewed 


QYOSFOOISB Moscow ARGUMENTY 1 FAKTY in 
Russian No 48, 11-17 Oct 89 pp 4-8 


[Interview with Ye. Atanasyev, deputy head, Adminis- 
tration for Labor Resources and Employment, USSR 
Goskomtrud, by T. Tsyba: “In the First Half of the Year 
There Were 1.5 Million Vacancies in the Country— 
Without Work in a Sea of Work”] 


[Text] 


[T. Tsyba] Yevgeniy Aleksevich, we have no official 
status of ““unemployed.”’ Many think that it is time to 
introduce it, as thousands of people are lining up for 
assistance. Are we going to do this” 


(Ye. Afanasyes }] According to the definition of the Inter- 
national Labor Office (ILO), classical unemployment is 
when a person wants to work and can work, but cannot 
find a job. True. many countries make their own correc- 
tions in this definition. For example, one socialist 
country has made this correction: a person cannot be 
counted among the unemployed if there are no jobs 
within a |.5-hour bus tmp. In other words, it is not 
Stipulated that work should be provided to a person 
directly where he lives. In the United States it is not 
considered unusual to travel more than 100 kilometers 
to work. If we introduce the category, unemployed, it 
will have to be relative to our conditions and living 
standards. It 1s necessary to give consideration to our 
huge territory, the availability of transportation, road 
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conditions, ctc. Today we are guided by the concept of 
temporary unemployment. We will talk more about 1t 
later. 


[tis linked mainly with perestroyka, the redistnbution of 
labor power, the introduction ot new methods of man- 
agement and the need tor retraining. It 1s now standard 
to define temporary unemployment as unemployment 
for up to 3 months. Those released are paid their average 
wage or assistance, call it what you will. Probably this 
procedure will continue in the future, although possibly 
the time will be increased to 6 months. 


(IT. Tsyba] What if the person cannot find a job 1n that 
time? 


[Ye. Atanasyev] So that this does not happen it is 
necessary to constantly regulate the equilibrium between 
supply and demand 


{T. Tsyba] Supply and demand are possible only if there 
iS a pertect labor market, and this we do not have. We do 
not consider labor power a commodity. How will it be 
regulated, and by whom? By a public job placement 
system? 


[Ye. Afanasyev] We will have to think about many things 
to create an effective mechanism for the labor market. 
For example, in Finland the labor market 1s regulated by 
consultative commissions. We are completing work on a 
draft program for employment in which this mechanism 
will be proposed. This function 1s now performed by the 
general state job placement system. 


We have 812 job placement centers and more than 2,000 
offices or aftihates. However. the workers at these cen- 
ters and offices do not create jobs. 


A single industrial job costs about 30,000 rubles. The 
most modest estimates show that it costs about | billion 
rubles to find jobs for 50,000 people. Therefore, job 
placement officials are mistaken when they think that 
this problem will be solved in regions where there are no 
jobs. 


I personally see the solution in economic reform, 
regional cost accounting and self-financing 


[T. Tsyba] In Moscow there are about 112,000 vacancies 
for workers and more than 14,000 empty positions for 
specialists and employees. At the same time, many are 
without work in this sea of vacancies 


[Ye. Afanasyev] According to job placement organs, in 
the first half of the year there were 1.5 million job 
vacancies in the country. The available jobs have skill 
and education requirments Our employment service 1s 
inefficient, in that it does not have a good retraining 
system 


[T. Tsyba] Enterprises and agencies are now being reor- 
ganized in connection with the iransition to cost 
accounting. Some of them are being eliminated. How 1s 
this affecting people” 


JPRS-L FA-90-001 
18 January 1990 


{[Ye. Afanasyev] The number employed in material pro- 
duction sectors has been reduced by almost !| million, 
while in the nonproductive sphere employment has 
increased by 300,000. 


It must be kept in mind that each of us can be “released 
For example, the reduction tn capital investments will 
mean sharp reductions in the capacity of construction 
Organizations. This will have an effect upon people. tor 
construction has been a gigantic consumer of labor 
power. 


[T. Tsyba}] That 1s, there will soon be a huge reserve ot 
tree hands, while at the same time we are bringing in 
foreign workers. 


[Ye. Afanasyev] True, Chinese and Vietnamese are now 
working in the Far East. More than 100.000 toreigners 
are working in the country. 


Of course, this increases the job shortage Why then do 
we invite them? For example, 100 foreign workers come 
here for 6 months to “start up” a brick plant. There will 
be a plant, there will be bricks, construction will expand 
and it may be possible to give our people work 


Enterprises are now independently going to foreign niar- 
kets. If they have to complete a project on time, they will 
obtain a license and bring in foreigners. Nobody controls 
their dealings with them. Often they are paid in goods 
timber, caviar, machinery and equipment 


Theoretically, they are new competitors on the labor 
market, but in actuality this is not so, as our workers will 
not travel so far to work in such remote places, even tor 
big money. 


{T. Tsyba] In this case, shouldn't our workers have the 
possibility of travelling abroad to work’ 


[Ye. Afanasyev] We need normative acts for the export 
of labor power. We want to introduce these questions in 
the Law on Employment. This will prevent situations 
similar to what happened to the Estonians who went to 
work in Finland. Their pay was much lower than that of 
local workers. This created a difficult situation. There 
should be social protection for our citizens 


(T. Tsyba] There are many women among the unem- 
ployed, especially in Central Asia: in Tajikistan—-94 
percent, Turkmenia—98 percent and in Kirgizia an 
absolute majority. Is it necessary to bring them into 
productive work? After all, these are usuaily mothers of 
several children. 


[Ye. Afanasyev] I do not think that we should consider as 
reserve labor power mothers who are raising children 
They are performing an important social tunction 


[T. Tsyba] In Central Asia, 3 million people could work 
in production under specific conditions. In the first half 
of 1989, only 200,000 obtained work. Where 1s the 
solution” 
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fYe. Afanasyev] Central Asia 1s a special region, it has 
many nuances and traditions, and the population 1s 
growing very rapidly. 


The agroindustrial complex ts faced with the question of 


getting these republics out of monoculture. Furthermore, 
it is necessary to build branches of industrial enterprises, 
for example those processing agricultural products, in 
the villages. There should be active use of flexible forms 
of employment: work at home, and part time work. 


The committee proposed special measures for economic 
incentives: There is almost no pay (for labor resources) 
for those working according to flexible forms of labor. 
Enterprises are on cost accounting; they try to be profit- 
able, but we propose that they hire youth, women with 
children and people on parole. Most enterprises are able 
to provide resources to local soviets so that they can 
create kombinats for people working at home, special- 
ized enterprises, and production schools at associations 
of the Chayka type in Moscow. 


I think that local soviets should make it possible for 
enterprises to improve their profitability, freeing them 
from concern about hiring adolescents and women. 
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Average Balance of Labor Resources in USSR in 1988 
| Mailhons of 

































































Category 
Persons 
Working age population® | 159 
Non-working invalids (groups I and II), and working 3.7 
age pensioners 
Working age employable population 155.3 
Individuals older than working age and adolescents 8.3 
working in the national economy | 
—Including 
—Old people 7.9 
Sa 
—Adolescents 0.3 
es nae 
Labor resources 163.6 
— —— +> 8 
Occupied in national economy 138.5 
-+— — 
Including 
State and public enterprises and organizations 121.8 
oe Sepeeementnicn 
In publicly owned operations at kolkhozes 11.6 
a Se 
In cooperatives, in production and service spheres 0.7 
——— oe 
In the individuai labor sphere 0.2 
In priv ate subsidiary operations 40 
_ -~ 
Working age students not working while study:ng | 1! 
: T ——— 
Officials of religious cults | 0.6 
Employable population of working age occupied in 13.3 


house work and other activities 





*Males age !6 to 59 years, Females age 16 to 54 years 
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ORGANIZATION, PLANNING. 
MANAGEMENT 


Military Technology, Equipment Destined for 
Market 


904G00134A Moscow SOTSIALISTICHESKAYA 
INDUSTRIYA in Russian 12 Dec 89 p 2 


(Report by Ye. Chernova: “The Army and the Market} 


[Text] The first display-sale of military equipment was 
held in Moscow's Sokolniki Park in the first week of 
December. Machinery and instruments which are being 
removed as arms in connection with the conversion were 
displayed for sale by the missile forces. 


Strictly speaking, military units transferred equipment 
that had been written off to the national economy 
previously as well. Even though there was some kind of 
efficient device that had been fixed, it was ‘hing 
special. Military equipment, and even individua! equip- 
ment, is really beimg marketed mght now. One more 
military fair has been opened at the VDNKh [Exhibition 
of Achievements of the National Economy] in Moscow. 


This process 1s probably making every person in the 
country happy. But our newspaper has a particular 
reason for being proud. On 13 April this year, in the 
article “The Economics of Disarmament,” O. Mama- 
lyga, a Moscow designer and winner of the USSR State 
Prize, advanced this thesis for the first time in the Soviet 
press: we must not destroy the missiles, we must release 
them for the people. Since then, the concept of the 
economics of disarmament has been added to the 
armory. so to speak, of journalists and scientists 


But we do not intend to gratify our own pride, of course. 
For us, as for O. Mamalyga, who became one of the 
organizers of this display, the main point is that the idea 
has prevailed: the people’s money and the people’s labor 
invested in the Army should serve the national economy. 


What has the display given us 1n this sense? Weil, first of 
all, it has been a commercial success in itself. Most of the 
more than 1,000 samples that were displayed for sale 
were sold for a total of more than 2 million rubles. The 
customers are satisfied. The wealthiest one—as he was 
introduced to me—was Yu. Dolbanov, deputy chief of a 
department of the “Soyuztransenergo”’ PO [Production 
Association], who wrote an order for 300,000 rubles. He 
said that his association ts delivering power engineering 
equipment to remote areas where there are no power 
stations. They usually ship such equipment by air, and 
less frequently by rail. But one time, Yu. Dolbanov said, 
they had to haul the power plant for a walking excavator. 
The work of specialists in this association would have 
been so much simpler if they had had the chassis of the 
*MAZ-547V.” the most powerful means of transport 
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which formerly carried the famous intermediate-range 
missiles. Now the power workers will receive this 
vehicle. 


In general, the demand for different kinds of prime 
movers, power plants, and electrical equipment has been 
unexpectedly high. Industrial enterprises have been 
buying all this, but representatives of agroproms— 
Ukrainian and Latvian—have been buying as weil. They 
were attracted primamly by the quality of the items— 
they had ail gone through military acceptance. Prices at 
the display were floating: they were reduced ('). but they 
would also be raised depending on the demand 


Very often a customer would not find the commodity he 
needed. In that case, he was invited to place an order 
After all, disarmament is a lonyz-term process. And 
during the course of it the equipment needed tor the 
customer will be released. Then the order will be filled. 
Here we have come to the important point. One of the 
display’s organizers—the Commercial-Production 
Center of the “Vantkkhop” All-Union Association of 
Scientific and Technical Cooperative and Cost 
Accounting Organizations—undertook to be the inter- 
mediary between the Army and the national economy 
As representatives of the Ministry of Defense advising 
the cxhibition stated, the Army has always had commod- 
ities for sale to the national cconomy, and there 1s a huge 
quantity of these goods. But the military naturally have 
not been engaged in marketing, they have not studied the 
demand, and they have not known the consumer and his 
requirements. For this reason, the transfer of equipment 
has also been incidental and limited in nature, all in all. 


Now there is an opportunity to put all this on a reliable 
market basis. The commercial center of the “Vantk- 
khop” has already begun studying the orders placed 
Later it will obtain information in military units, and 
after finding out about the equipment being released. it 
will fill the orders. A true picture of the market for 
military equipment will appear this way 


“Vantkkhop”™ plans to hold such displays regularly. And 
not only in Moscow. Calls have been pouring into the 
center already from the Far East and other remote areas 
because the customers simply were unable to come. This 
means the exhibit should be sent to them and vast new 
markets should be opened up. There 1s also « more 
commercial! plus which cannot be disregarded: 40 per- 
cent of the receipts from the machinery sold will go into 
the Ministry of Defense budget. This money will not be 
spent to produce new weapons, but to build housing for 
demobilized warrant officers and officers and for their 
other social needs. 


An auction was held at the exhibition on Saturday 
Interesting lots were offered at 1t—a “GAZ-66" [Gork1y 
Automotive Plant vehicle] and clectrical engineering 
equipment. The point is that this equipment has become 
scarce. Demand 1s too high. And this means that those 
who can afford it will be able to buy a vehicle. There are 
no funds or limits for you. Well. a market is a market 


The exhibition closed Sunday. But as we 
the next one 1s not tar oft 
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CIVIL AVIATION 


Aeroflot Seeks Western Aircraft 


YW4HOO69YA Moscow VOZDUSHNYY TRANSPORT in 
Russian 21 Oct 89 p 3 


[Interview with S. O. Frantsev, deputy chief of the 
Directorate of the International Commercial Adminis- 
tration of Civil Aviation, by VOZDUSHNYY TRANS- 
PORT correspondent K. Udalov: “Airbuses for Aero- 
flow} 


[Text] Beginning in January this year, representatives of 
the Ministry of Civil Aviation, the MIKL GA [Interna- 
tional Commercial Administration of Civil Aviation], and 
the Isl MVS [International Air Services Central Admin- 
istration] held a number of consultations and discussions 
with leading Western leasing and aircraft manufacturing 
firms on the possibility of leasing or purchasing Western 
wide-bodied aircraft for Aeroflot in the near future. A 
working group was set up at the Ministry of Civil Aviation 
headed by Deputy Minister A. Aksenov. 


Our correspondent met with S. Frantsev, deputy chief of 
the Directorate of the International Commercial Admin- 
istration of Civil Aviation, and asked him to respond to a 
number of questions related to the signing of a memo- 
randum of understanding with the Airbus Industrie con- 
sortium. 


{Udalov] Sergey Okteriyevich, the first question, natu- 
rally, 1s why 1s 1t necessary to lease or purchase Western 
aircraft. After all, this is a blow to our leading aircraft 
manufacturing firms to a certain degree. 


[Frantsev] Speaking frankly, the MAP [Ministry of the 
Aviation Industry] really let us down with the delivery of 
new aircraft. Operation of the obsolete Il-62M aircraft 
for another 3 to 5 vears may lead to irreversible losses of 
Passengers on Acroflot’s international routes, chiefly in 
the most competitive directions, such as the Trans- 
Siberian, transpacific and transatlantic routes. Our loss 
of customers, and consequently foreign exchange. on 
these routes is a disaster now 


[Udalov] Does this mean that Aeroflot may retuse to use 
domestic aircraft altogether in the future? 


[Frantsev] Of course not. Today Aeroflot is faced with 
the task of filling the vacuum created by the delay in 
putting the new-generation II-96-300 and Tu-204 aircraft 
out On the routes. But although these airliners are close 
to today’s requirements for economy and comfort, they 
will not be delivered to Aeroflot in sufficient numbers in 
the coming years 


([Udalov] Who suggested that we obtain Western air- 
crait? 


[Frantsev] We did. naturally. We have been trying to 
resolve several complicated problems. First of all, to 
retain incomes and flights. and to even increase pas- 
senger traffic in the tuture on the basic “foreign 
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exchange” route—the Trans-Siberian route, linking 
Western Europe and Tokyo, and to bring Aeroflot up to 
a higher level of service. We also have proceeded with 
the intention of providing the passenger with the oppor- 
tunity to fly nonstop from Moscow to Tokyo or Bangkok. 
let us say. 


{Udalov] What firms are taking part in the negotiations’ 


[Frantsev] Three leading aircraft manufacturing firms 
offered their services. Boeing offered the B-747-200, the 
base version, and the new B-747-400. McDonnell- 
Douglas offered the MD-11. and the West European 
consortium Airbus Industrie offered the Airbus A300 
and A310. 


[Udalov] What were the firms’ financial conditions? 


[Frantsev] This was one of the key factors in the negoti- 
ations. Under the new conditions of foreign exchange 
self-financing to which the sector has shifted, Aeroflot 
can no longer count on state credits. In order to acquire 
foreign aircraft, we must relay completely on our own 
foreign exchange assets. For this reason, the Ministry of 
Civil Aviation working group had to make a difficult 
decision that was carefully considered. Which firm’s 
aircraft should be given preference, and how many are 
needed, based on the prediction for their cost recoven 
on the air routes in operation? Which financial offers by 
foreign banks and leasing companies should be chosen, 
based on Aeroflot’s current foreign exchange avail- 
ability? 


In addition, 1t should be noted that the basic deterrent in 
completing the negotiations was the high cost of the 
foreign aircratt. For example, the base price of the 
Airbus A310 70 millon dollars, and the Boeing 
747-400 1s over 170 million dollars. The cost of the 
MD-11 1s roughly 90 million dollars 


[Udalov] Which firm did you give preference to” 


[Frantsev] The fastest delivery time for the new aircraft 
was 1991 for the A310, and the most favorable condi- 
tions for us were offered by the Airbus Industrme consor- 
tium, with which we signed the memorandum of under- 
Standing 


{Udalov] But what were the offers from the other com- 
panies’ 


[Frantsev] We can mention this now. We did not touch 
upon the financial aspects. but as far as the deliver 
times, they promised us the MD-11 only by 1994, and 
Boeing promised the 747-400 in 1996. And this is 
precisely the period of time we need to retain Aeroflot's 
passengers On international routes 


[Udalov] How did they manage to agree on deliveries of 
airbuses in such a short period of time? After all, 
according to Western press reports, Airbus Industrie’s 
orders are scheduled nearly 10 vears in advance 
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[Frantsev| This result may be explained by the tremen 
dous political and economic interest displayed toward 
the Soviet Union in the countries of Western Europe 
because of the USSR’s new policy and partly by skil! in 
the negotiations. The memorandum was signed for 
delivery of A3LO-300 airbuses. Moreover, the firm 1s 
committed to train three crews tor each aircratt and to 
“put them in service’ in one of the Western airlines 
which are using these airliners. The remaining crews will 
be retrained for the new aircraft at Aerotlot'’s expense 


{Udalov}] What are the conditions under which Aeroflot 
acquires these airliners? 


[Frantsev] The A310°’s are being acquired by lease 
purchase, with transferral to Aeroflot ownership in 10 to 
|2 years. Taking the cost recovery and operating expen 
ditures into account cach airbus, according to the econ 
omists’ calculations, will bring in a profit of 5 to 6 
million dollars annually. This is only the foreign 
exchange, and the national economic gain? Even if we 
consider only the tuel economy and the low operating 
costs, the savings in rubles will be even higher. S3y the 
way, live A310 airliners will replace no less than [2 of 
the obsolete [l-62M’s on the air routes, so the advantage 


her is ObVvIOUS 


[Uidalov] Is the purchase ot Western airciaft for 


domestic routes being planned? 
Frantsev| No. This is not the question as of today 


[Udalov] And a final question, Sergey Oktertyevich 
Don't you feel embarrassed that the Soviet Union—a 
greal air power—is now compelled to buy Western 


aircraft? 


[Frantsev] No I have no such feeling. | am certain that 
no modern airline should be uneasy about making use of 
the best that the world aircraft industry can offer today 
For example, if our KB’s [design bureaus] offer the best 
we will acquire them. But if 


aircraft make their appear 


argo aircratt in the world 
lore col tity seng 
ince tomorrow will have any doubts about 

Aeroflot is such a large 
Il's ind 


purcnasing them 
airline that the enough work in for 
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Donetsk Airport, Runway Improvements Continue 
WAHOO6S 4M a USHNYY TRANSPORT 1 
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lo aircraft for the second year now. And this is taking 
place basically during a heavy trathe period, the spring 


and summer! 


[Derganov] I can put myself in the passenger's place 
After all, in order to get to Donetsk from Moscow, let us 
say, they have had to first tly to our base airport in 
Mariupol, and then take a bus or jitney to go farther 


| Tseyukovl Thatis, the travel time nas been extended for 


) ) 


hours’ 


{[Derganov|] That is for those who have been flying to 
Donetsk. For the passengers returning, it has taken even 
longer. They have had to be at the bus station ahead of 
time, and as you know, at the airport an hour before 
departure of the flight 


[Tseyukov] But if the aircraft departed at O500, let us 
Sa) 


[Derganov}| Then the passenger would have no choice 
but to go to the Mariupol Airport and spend the night 


[Tseyukov] Yes, the Yak-42 has 
upol, but have other types? 


been landing at Mari 


[Derganov] The Tu-154, for example, has been landing 
at Voroshilovgrad, Zaporozhye, and Dnepropetrovsk, 
but aircraft such as the An-24, An-26, L-410, An-12 
An-S, and Yak-40 have been landing at Donetsk as 
before. In 
pletel losed 
unpaved strip or that part of the paved 


other words, the airport has not been com 
And aircraft have been landing on the 
unway where 
work has not been in progress 

The difficulty has been that 1t 1s necessary to complete 
operauions in order to ensure flight safety: to prepare the 
gquipment and all objects that 
warning 


runway and remove the 


do not b ) QO retuf®t the ligh 


ison for 


nt reason 
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|! seyukov] So next year as well, passengers will have to 
get to Donetsk and fly back by indirect routes during the 
spring and summer. Couldn't all the operations be car- 
ried out right away? 


[Derganov] Yes, and some passengers will experience 
temporary difficulties next year as well. The last time the 
airport will be closed somewhere for a little over 2 


months, from 10 April to 27 June. 


ihe work 1s being performed in stages in accordance 
with recommendations by associates from ‘‘Aeroproy- 
ekt” [State Planning and Surveying and Scientific 
Research Institute]. Otherwise it 1s impossible. Judge for 
yourself: no less than 7 or 8 months are needed to 
complete the entire renovation. It can only be done in 
the warm period, that is, when traffic is at its peak. What 
an be done here? 


|i seyukov] It 1s now clear that they have resolved the 
problem, but how? 


(Derganov| The Ministry of Civil Aviation has come to 
our assistance. [They removed the problem by redistrib- 
uling petroleum asphalt in other administrations and 
illocating it to us. But this 1s only part of the help we 
need so much. V. Grishin, the deputy chairman of the 
oblast ispolkom, and V. Cherkashin, chairman of the 
oblast committee of ‘‘Goskomnefteprodukt,” have 
shown a great deal of concern for the future airport. As a 
result of their intervention, funds for the petroleum 
asphalt were transferred to the airport from other enter- 
prises in Donetsk—the cotton combine and the ‘“Don- 
bassshakhtostroy”’ Trust. And now they will be reim- 
bursed for the amount of this scarce material that 1s 
received. 


[I seyukov] As far as I know, other operations are being 
arried out at the same time as the renovation. 


[Derganov] Yes. to provide for drainage from the air- 
field, for example, and the lighting system 1s being 
brought up to date as well. In 1990, the ‘“Svecha-3” 
ghting system will be supplemented by the complete 
[> umit, which will enable the airport to operate in 

irdance with [CAO [International Civil Aviation 
Organization] Category II minimums. 


Safety Concerns Close Airport to Tu-Type Aircraft 


YU4HHOOOSB Moscow WOZDUSHNYY TRANSPORT in 
R) an 31 Oct 89 p / 
Interview with V. Smiganovskiy, commander of the 


Novyy Urengoy Aviation Enterprise, by VOZ- 
DUSHNYY TRANSPORT correspondent A. Mok- 
rou \ Runway Without Lights, or How an Airport 


Became ‘Hostage’ to a Diesel Tractor’’] 


fext) Novyy Urengoy—Since 1 November, the Novyy 
L'rengoy Air Service Office has stopped selling tickets for 
lu-154 and [u-134 aircraft. There is no question that this 
decision will be unpopular in the city, which about half a 
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million people fly out of each year. Nevertheless, the 
commander of the aviation enterprise here, V. Smiga- 
novskiy, is prepared to close the airport to first-class 
aircraft. Why? 


“We cannot guarantee their flight satety,’ Vladimir 
Vyacheslavovich explained, “since the power supply tor 
the airport has been provided through a temporary 
system for 9 years now and it 1s getting worse each day 
In accordance with the technical conditions, we should 
be handling the ‘Tupolevs’ only occasionally, although in 
point of fact we have been accommodating more than 20 
per day during the summer and 11 or 12 during the 
winter. Not one official will be bold enough to maintain 
that we can operate under such conditions. The collec 
tive and I are tired of walking on the edge—we have 
already had a case in which all the lights on the runway 
went out during a takeoff and nearly 200 people wert 
saved only because of the Tu-154 crew’s skill.” 


{Mokrousov] In other words, this 1s a kind of ultsmatum’ 


[Smiganovskiy] No. This is a decision that was forced, 
taken under the pressure of circumstances. A commis- 
sion from the administration which was checking ou! 
readiness for fall and winter operations has just com 
pleted its work in Novyy Urengoy. While there were no 
substantial criticisms of other patterns, the power suppl) 
was acknowledged to be totally unready 


To clarify the picture, | will mention the events of last 
summer, when a conference of the enterprise labor 
collective appealed to USSR People’s Deputy \ 
Voskoboynikov, the chairman of the Supreme Soviet 
Information Science, Transport and Communications 
Commission. As a result, we were visited by a high-level! 
commission, and they admitted that our claims against 
the construction workers were justified. A plan was 
drawn up for the steps to be taken—I don't know how 
many—but this plan, like all the ones before, has not 
been implemented. As before. we often provide power to 
our radio aids for flights from...a diesel tractor. Aviators 
know what this is fraught with 


[Mokrousov] Is the knot really so tight that there 1s n 
other way but to cut it? 


[Smiganovskiy] We can say that there is no knot of any 
kind. Just mere tritles which the contractor, Construc 

tion and Installation Train No 700 of the Urengoyga- 
zstroy Trust, has no time tor—evidently because for 10 
years we have “understood the situation” and have beer 
conducting flights. Operations in the power supply se 

tion remained good tor a week and a half to 2 weeks 
completing construction and commissioning four trans 
former substations, providing a reliable link between an 
Outside substation and our distribution point, as well a: 
drives for their directions. But judging by the current 
‘““resourcetulness’ of our contractors, they are unable to 
cope with this 


(Mokrousov] And you will 
the “Tupolevs?” 


actually close the airport to 
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{[Smiganovskiy] If nothing is changed, yes. And | am 


certain the collective will support me in this in spite of 


the direct tinancial losses we wall incur. It seems that we 
have no other way out 


The “Urengoy”™ topic 1s not a new one tor our newspaper. 
The first time it came up was in 1982 (“Progress and 
Long-Term Problems,’ No 60, 20 May). “It seems that 
the people of Novyy Urengoy will have to suffer for one 
more winter,” the article stated. In point of fact, they had 
to suffer for another 7 years, and it was precisely this 
circumstance that forced Smiganovskiy to make a dec- 
sion which wall make it paintu! for both the city and the 
aviation enterprise. A decision which is unlikely to 
produce enthusiasm among the city authorities, in the 
fyumen Administration, and the Ministry of Civil Avi- 
ation. But isn’t he really right when he says that he 
cannot walk on the edge any longer’ 


Let us note that the commander 1s not making any other 
demands. Even though, for example, the temporary 
operations and passenger building, designed for 40 pas- 
sengers per hour, sometimes “swallows” up to 600. The 
collective does not have one major house or one place in 
the nursery school in the city. This does not relate to 
social problems or even the quality of service; it concerns 
flight safety, the very foundation of civil aviation’s 
existence. And with all our mighty system of supervision 
over it and the existence of the USSR Gosavianadzor 
[Flight Safety of Civil Aviation Commission], it ts 
incomprehensible why only V. Smiganovskiy has 
decided to take this step 


MOTOR VEHICLES, HIGHWAYS 


1988 Motorcycle Production Reported 


YO4HO0O734A Moscow ZA RULEM in Russian 
No Y Sep VY p ? 


(Unattributed article: “A Few Statistics’ 


[Text] The country’s plants manufactured 
|. 384,909 motorcycles, motor-scooters and mopeds 
during 1988. Sports motorcycles are also included 1n this 
number 


eight 


izhmash |Izhevskiy Machine Building Plant]—375,080, 
including: 


—**Izh-Planeta-4 > 990 
—**[zh-Planeta-5 16 994 
“Izh-Planeta-SK’"—64,763 
—*‘Izh-Yupiter-S"° —3,55?2 
—**Izh-Yupiter-5-01°—15,194 
“ITzh-Yupiter-SK°-—19./738 
—*“Izh-Yupiter-5-O1K°—191.849 
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Minskiy Motorcycle and Bicycle Plant—227,287, 
including: 


—~MMVZ-3.112.11—221,437 
—MMVZ-3.112.1 —4,877 
—MMVZ-3.221 “Kross”"—917 
—MMVZ-3.227 “Sport” —56 


Rizhskiy Sarkana Zvaygzne Automotive Plant—195,764, 
including: 


—**Riga-13°—112,518 
—*Riga-20Yu"’—533 
—**Riga-22"°—13 
—**Riga-24"—56,302 
—**Riga-30"°—26,398 


Irbitskiy Motorcycle Plant—127,400, including: 


—**Ural-IMZ-8.103.10°—118,222 
—**Ural-IMZ-8. 103.30" —3,166 
—**Ural-IMZ-8.201-Kross’’—607 
—|MZ-8.903—4,875 
—IMZ-8.923—-249 
—IMZ-8.123—281 


Kovrovskiy Plant imeni V. A. Degtyarev—126,000 
—‘*Voskhod-3M” —126,000 
Lvovskiy Automotive Plant—122,941, including: 


—LMZ-2.161 “*Karpaty-2S”°—117,220 
—LMZ-2.161.010—1,421 
—LMZ-2.161L—3,640 
—LMZ-2.752—509 
—LMZ-3.252—151 


Kiyevskiy Motorcycle Plant—112,441, including: 


—**Dnepr-11.02°°—105,094 
—*Dnepr-16.01°—6,745 
—MV-605ML—602 


Tulskiy Machine Building Plant imeni Ryabikov— 
97,996, including: 


— ‘Tula’ 1MZ-5.951—12,000 
—*‘*Muravey-2M-01"°—82,140 
—**Tulitsa-O2M”’ 
—TMZ-5.301.02—3,856 


Of the total number of automotive transport systems 
manufactured in 1988, 516,191 were motorcycles with 
sidecars, 318,705 were mopeds, and 85,996 were motor- 


scooters 


COPYRIGHT 
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Izdatelstvo DOSAAF SSSR. ‘Za 


Viotor Vehicle Fleet Statistics Detailed 
YO4HOO73B Moscow ZA RULEM tn Russian 
No 10) Oct 8Y p 7 

L'nattributed article: “A Few Statistics” ] 


| Text] Based on annual technical inspections, the USSR 
State Motor Vehicle Inspectorate has obtained a picture 
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that reflects the composition of the pool of passenger 
cars, trailers tor them, motorcycles, motor-scooters and 
eycle-cars in private use. Mopeds, motorized bicycles 
and motoreycles, which are not registered, are not 
included in this number. Let us cite this data for | Oct 
198s. The data on the personal transport system pool in 
the rural area are given in parentheses 


Passenger cars —14,889,786 (5,133,583) including: 


ZAZ-965, ZAZ-966, ZAZ-968, and modifications— 
2. 360,947 (823.977) 

VAZ-2101, VAZ-2102, VAZ-2103, VAZ-2104, 
VAZ-2105, VAZ-2106, VAZ-2107, VAZ-2108, VAZ- 
2109, and moditications —6,660,894 (2,095,795) 

VAZ-2121 $/0,251 (196,729) 

*Moskvich-408," “Moskvich-412" and modifica- 
Lions—2, 366,894 (953.948) 

“Moskvich-2138.° “Moskvich-2140" and modifi- 
cations—1, 701.044 (637,229) 

—(;AZ-21 and modifications—304,159 (95,706) 
(sAZ-24 and modifications—370,392 (77,635) 
(;AZ-69 and GAZ-69A—15,346 (53,220) 
UAZ-469 and modifications—43,116 (19,647) 
(ther models—596,743 (179.697) 

Motorcycles and motor-scooters—-15,632,519 (8,390,395) 
including: 


“Ural” and MZ, all models—1,594,105 (903,876) 
“Dnepr’’ and KMZ, all models—1,280,365 
(SOL S94) 
RZh-49, 1Zh-S6, “1Zh-Yupiter,” “TZh-Planeta” and 
$091,495 (2,884,180) 
and modifications—2,893,928 


modifications 
K-175. “Voskhod”™ 
(1.636.345) 
(ther motorcycle models—3,478,637 (1,720,847) 
Motor-scooters— 1.293.989 (443,253) 
( yc} mrs 160.650 (72.678) 
Trailers for passenger cars—264,766 (60,512) 


Quite a few detective vehicles, which were not permitted 
were discovered during the technical 
I heir percentage tn the total number by 


individual models is as tollows 


1 7 
to D pera 1 


INSP Lon: 


ZAZ-96S, ZAZ-9 ZAZ-968, and modifications— 
18% 

VAZ 1 VAZ-2102, VAZ-2103, VAZ-2104, 
VAZ-2106, VAZ-2107, VAZ-2108, VAZ- 
LOS. and modifications 13. 1% 

VAZ-212 14. 9% 

Moskvis n HS 


Hons i ¢ My 





‘Moskvich-412°° and modifica- 
Moskvich-2 138 *Moskvich-2140" and modifi- 
ALIONS } 4 Y %) 


’ ; i,¢ 
dadihaa TOC) 


GAZ 21.2% 
(;47-24 and moditications—I15 6% 
CsAZ ind (;AZ-69A—2 3 &% 


LJ A7-469 and modifications—20.8% 


cations 


(ther models 20 " 
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RAIL SYSTEMS 


Railcar Shortage Disrupts Plant’s Production, 
Deliveries 

YO4HOOTSA Moscow PRAVD.AA in Russian 

1] Oct 89 Second Edition p 1 


[Article by L. Drobyshevskiy, Belorussian | ransporta 
tion Procurator, Minsk: “How Do We Accelerate the 
Race of Trains?”] 


[Text] Il recently had the opportunity to visit the Mogiles 
Khimvolokno PO [Production Association]. The major 
industrial enterprise that produces synthetic thread and 
fiber, so necessary for the country, is on the verge of a 
stoppage. The picture 1s depressing: everything 1s clogged 
up with the finished product, you cannot walk up to the 
machinery, and there 1s an extremely dangerous risk of 
fire... This 1s a paradox: a worker's collective that 1s 
successfully fulfilling the plan violates contractual obh 
gations regarding almost two thousand partners 


Seventeen million rubles’ worth of output has not been 
supplied on time. As a result, production has ceased at 
Kursk’s [ekhnotkan, at Korablino and Chaykovsk 
Artificial Silk Cloth Combines, and at) Paviovo 
Posadskiy Linen Combine.... What ts the cause of this 
The cause 1s that the Mogilev Railway Division is only 
supplying half the railcars required by Goszakaz [Stat 
Order] to transport freight 


A number of other major enterprises of the republic ar 
in similar situations. For example. Belaruskaliy and 
Bobruyskshina More than 3,000 railcars with 
imported freight, nearly a week’s work, is accumulating 
at Brest Station for this very reason. Last year, the 
railroad paid the West European Railroad more than 
four million rubles for late unloading 


Each tall Belorussia, shipping more than a million ton 
of potatoes to Moscow, Leningrad, the Far Fast, and 1 
the Republics of Central Asia and Kazakhstan, choke 
on a Shortage of covered railcars. The MPS [USSR 
Ministry of Railways] considers potatoes to be a 
freight and therefore 1s not particularly concerned about 
providing the railroad with empty railcars. Last Sep 
tember it received up to 70,000 fewer covered railcar: 
than it was supposed to. The situation has not changed at 


Sc asondl 


present 


[hey now have to seek out railcars locally, at the expens« 
of manufacturing enterprises 
flaring up between the plants and kolkhozes—who 


| 


As a result. a rea ar is 


against whom” Belorussian rail workers are also su 
fering: recently they have paid about 2 million rubles in 
tines. Why am I siding with the MPS? Its leaders plan th 
train Situation and they provide the railway with rolling 
stock 
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W aero ts the solution? [tis proposed by life itself: toward the 
tal: ason of hard work, we need to seriously prepare not 
only the agroindustrial workers but also the USSR Ministry 
of Railways. In accordance with the Law on State Enter- 
prises, it would be proper under conditions of regional cost 
accounting to hold the Ministry materially responsible to 
the railway for economic inflexibility and on the other hand 
hold the railway responsible to the divisions. Responsible 
ministry officials also have to have a vested interest in the 
optimal organization of transportation. 


Inspections conducted by the Belorussian Transportation 
Procurator show that faulty transportation regulations 
introduce enormous confusion into operations. The USSR 
Railways Charter, which was adopted a quarter of a 
century ago, 1s clearly obsolete and some of its provisions 
have been transformed into impediments today. 


In particular, a payment system for washing out railcars, 
which is supported by the charter, has introduced much 
confusion. In practice, the interests of the railway 
workers have been placed above that of their clients. At 
one time all of this was perceived as proper, but times are 
changing. Total: cost accounting and self-financing 
require economizing of every ruble. Therefore, enter- 
prises have begun bringing suits to State Arbitration on 
counter penalties for charges for washing railcars if the 


work was not conducted or there is no evidence of 


completed work. For example, Svetlogorsk Cellulose and 


Paper Plant managed to get a 160,000-ruble refund of 


the 200,000 rubles which they were illegally fined. 


Or this curiosity. Station workers can charge twenty two 
kopecks for one hour of excess idle time for one covered 
railcar but the chent will pay | ruble 20 kopecks' The 
quesiion arises: What ts more profitable—to hold the car 
at the station for several hours to form a larger load of 
freight and to increase the train’s average weight, or to 
more rapidly send it on its journey? In short, you need to 
learn how to calculate it differently under economic 
accounting conditions 


The transportation procurator has frequently raised the 
issue of faulty freight regulations and violation of them 
before the MPS and foreign trade associations but radical 
changes in insuring freight capacity, accelerating railcar 
turnover, changing the principle of executors responsibility, 
and improving the planning process are still not seen 


Under conditions of economic reform and regional cost 
accounting, an examination of outdated norms of the 
USSR Railway Charter and elaboration and adoption ot 
the bases of transport legislation have acquired a special 
urgency. We need to keep pace with life. Then even the 
railcar race will speed up 


Railcar Shortage Slows Refinery Production 
YO4HOOTSA Moscow GUDOK tn Russian 15 Oct 8Y p 


{Article by A. Loginov, assistant editor for the Depart 
ment of Operational Work of GUDOK: “Fuel Is Avail- 
able, But ‘\r .t About Tank Cars?” 
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[Text] Owing to an absence of tank cars, the Novo 
Gorkiy Petroleum Refinery is almost at the point of 
ceasing Operations 


It can be stated with no exaggeration that a catastrophi 
situation has developed at their petroleum refinery in 
connection with the shipping of its products. During the 
first 10 days of October, the obligation to consumers in 
our country and to purchasers abroad amounted to 
40,000 tons and since the beginning of the yea 
300,000 tons 


“The Gorkiy Branch and the railroad’s administration,’ 
stated the deputy general director S. Anishchenko with 
indignation, “tasked an enterprise with supplying only a 
limited number of tank cars. Over a period of 9 months, 
our supply of them was short by 16,000 units. Our tue! 
storehouses are completely tilled and we had to halt the 
powertul petroleum refining units and shut down the 
pipeline through which the raw material flows from 
Western Siberia. This then is the reason why the enter 
prise is unable to fulfill its contractual obligations and 
why the manual and office workers have been deprived 
of their bonuses and a portion of their wages.” 


It has been said that the situation 1s worse than it ever 
has been in the past. Within the railroad branch, one tact 
pertaining to the transport service 1s being repeated ove 
and over again: we do not have tank cars and the 
ministry has reduced tts regulation. Truly, regulation of 
the task 1s not always being carried out. But it is a 
miser—29 tank cars at a time when the shipment plan 
calls for 800. The principal reserve—the use of empt 

cars after they have been unloaded in the service region 
for the Gorkiy Railroad. And this includes 12 
and autonomous republics of Volgo-Vyatskiy Kray and 


oblasts 
the Central Volga region. Products come here for dt 
charging not only from the Novo-Gorkiy Plant but als: 
from other enterprises, particularly trom Kuybvyshev 
Oblast. With regard to the notorious regulation, the 
deputy chiet of the transport service for liquid treight. \ 
Tolstvkh, and the recent chef of this service and 

ently the deputy chief of the railroad, M. Rybalko, do 1 
concern themselves properly with the handlin; 
accelerated movement of empty cars to the | 


areas 


‘However hard we IS impossible 
adequate number of tanl on the rail 
Comrade Tolstykh 11 of despair 


Strangely, itis almost as though unknown t 


cars Stand idle hOr Gavs The sch dulk S I 
w—net ba 


examined and the dai 
reviewed in order to be able to unde! 


und Of a So-calieG ‘Ocal tank car was 


movements 


4 hours and that of a working tank cat 
And these are not mythical but fully realist 
In particular, many of them are accumulating 
of the Izhevsk, Kazan and Kirov branches. Some ot t 
remain } f leven months in the unlo 
OO tank cars are 


aTeas remove 
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the transport process each day. This number wouid bi 
sufficient not only for tulfilling but also over-fulfilling 


the pre-winter transport plan tor fuel 


There are also some other considerable reserves that are 
concealed by a shroud of secrecy. I have in mind the 
| OOO so-called chemical tank cars that are concentrated 
at such stations as Igumnovo, Dzerzhinsk and others 
They can and must be washed, steamed out and placed 
In Operation at these same chemical enterprises. But 
nobody appears to want to concern themselves with this 
work because of its burdensome nature. And indeed thi 
picture is the same on a number ot other railroads 
According to the chief of the Administration for the 
Shipping of Liquid Freight and the Regulation of Freight 
Car Pools, V. Kvitko, the shippers and particularly the 
chemists and metallurgists left 37,000 tank cars in dirty 
condition and refused to correct the situation or to 
Organize the installation of ventilators 


Is our country really unable to impose justice upon those 
who leave our railroad transport fixed capital in unsutt 
able condition’? Elementary mismanagement 
great harm when tank cars arrive trom the unloading 
residues 


» Causing 


points containing large amounts of oil product 
A great amount of time is required tor cleaning them, Or 
a plant requires containers for dark products and only 
those for light products are received. Certainly, they can 
be loaded, but who will bear the additional expenditures 
of time and resources tor washing and steaming ihe tank 
cars? Thus a need exists for an efficient system for 
selecting the mobile stock according t ihe types o 
products and by nomenclatuge And the guilty party tn 
the matter of distribution ts not only the commanders of 
the Gorkiy Railroad but also the main administration for 


tran: port Operations. Once again we at nfronted b 
emphasis being placed upon the notorious gross Output 
The petroleum retinery personne! have mar lair COM- 
plaints concerning the technical and commercial cond) 
tion of the rolling stock Bad Ontatners are ofter 
being supplied tor pouring operations not only trom 
dispatcher sectors and trom neighboring railroads. but 
even from the treight car depot of the Gorkiy marshal 
ling yard, where the tank cars undergo capital 1 
Defects a >uncovered on trestles h | I | CT 
pouring from a boiler onto the track. A merry-go-round 
commences: an unsultable tank car mu x’ remo' 
from a train and the fuel p i! 
losses increases 

\t ne time these and ther di were dg 
cussed in GORKOVSKAYA PRAVDA and GUDOK 
and yet they still have 

The railroad 
trestle for inspe ting the tank 
pouring Operatons. Stated th urn uM 
STK {labor litter \ : 
fuel losses art bib U LTRS i 
held up and the branch ra a t dertakit 


measures aimed atsocorre 
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caused by the railroad workers. And the spur tracks of an 
enterprise have one foot in the grave. We have the means 
but our allied workers appear to be in no hurry to turnis! 
assistance in laying out the required track 


In all probability, it would be inadvisable to transter the 
industrial spur track of an enterprise Over to the balancs 
of the Gorkiy Maintenance Section, as has been done in 
a number of areas. A Question has arisen regarding the 
radical modernization of a local washing and steaming 
station which has not been satisfying the needs of the 
plant. The time is at hand for establishing additional! 
stations on the railroad for forming special purpose 
routes to Zeletsino 


Formerly, our publications contained criticism of the 
plant workers for the above-normal idle time of tank 
cars. The necessary conclusions were drawn and now for 
the second year in a row the idle time during loading 1s 
lower by half an hour. Alas, the railroad workers cannot 
be praised for such zeal. At the Gorkiy terminal, not to 
mention other more remote stations, 1t makes no sense 
for dozens of needed tank cars to remain tdle. They often 
accumulate at the Kstovo Station, which ts 7 kilometers 
from Zeletsino and the so-cailed assembled trains— 
together with boxcars, open freight cars and flat cars. It 1s 
for this reason that the fuel shipment plans prove to be of 
no avail and for lack of them the equipment lies idle in 
some areas. 


Our Commentary 


Once again the truth is borne out: when problems 
develop in railroad transport, many branches of tl 

national economy become concerned. The lines at moto: 
vehicle gasoline stations grow longer—there 15 a shortagi 
of gasoline. Announcements are heard at airports con 
cerning the cancellation of trips “due to technical rea 


sons —a shortage of aviation kerosene. And in some 
areas they begin extinguishing fire boxes—smalle: 
amounts of heat and electric power are available and so 
forth. However it turns out that we have gasolin 

kerosene and crude mazut, but we are unable to deliver 
it to the consumers and thus the work of the troleum 


refineries 1s held up 


I requested the chief of the Operations anc Dispatching 
Department of USSR Minnettekhimprom {Ministry of 
the Petroleum Refining and Petrochem fustry. | 


Sidoroyv, to comment upon this sit 


‘Initrally. allow me to mention the Novo-Grorkiy NP 
petroleum processing plant] [t 1s consta sturbe 
ver a Shortage of tank cars An enti patior m 
trom there and toured a number ot « Subs 
quently, in September—t yn ve 

ning of this year—the work | in be said pro de 
normally. And in October n pain 

Slump.” 

Here 1s the data for the ti da nth ru 
nd marine mazul accumulated pla 
amount ot 100,000 tons, k 7 fies 
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tuel and gasoline 6 OUO tons cach Asa result, dun 
the last 3 days alone the plant d t process 13,00 
tons of petroleum 


And what about the 


OUunU W 
regions in particular at KPeriencins wed 
“During this same period tn October, because of failure 
to ship the NPZ products. the refining of petroleum was 
lowered by almost one quarter of a millon tons. Of th 
amount, Groznyy accounted tor 56.000 tons, inasimuct 
as LOO,000 tons of mazut had iyulated at this point 
Ihe consumption region—the Nort! ul sand 
lrans-Caucasus, with a portion being shipped abroad 
through Batumi. The reasons « well Known here 
petroleum refining operauions Ratumi ha 


paralyzed 


‘Lyudmila Vastlhvevna, pudging b List Si en 
mazut shipments are holding up the wor! 


leum refining personn 


Yes, and there are two reas 
of rolling stock and the fag al ( ko tlep ukt 
has nol pi Wider thre yicdres , { | 
mazut deliver Perm h. fir hold or 
although rude and marin naZvul I fy ound 
there. Recently the situation h ) I COMpitcd 
Privolzhskiy and at plants in Sarat ind Volg 


Thus, in Volgograd the lag in the shipment of aut 
gasoline over a 10-day period amo 
for diesel fuel +7 VU 1 \nad i7 
Approximately 70,000 to iita miulate | sk 
t : 


« y \ ) . 1 ’ ry 
al CaS 1) T i ' \ 1} | | \ y 


pPposil end | e col 


tons of it ac nulated a Small Plal Lt 
“And what is th 


“Here the principal portiot 
accepted ty" t | T} *’ A ( | ly ? ( ‘ nN } a 
delav: m Conn 


ments 


Further—-a discussi 
Department tor Liquid Freight Shy \1 


[Ministry of Railroad \ 


JPRS-LEA-90-001 
1X January 1990 


Armenia. bhirdly. there ts the man-made factor: approx- 


mately OOO tank cars Carryiny tuel have been lying idle 


y an extended period of time at the Finnish border as a 


it Ol VaQbiOus isc PANeles eee WN “uscussed in 


(sl DOK 


The list of man-made reasons tor these transport prob- 


ms could be continued: they are very sumilar to those 
lead in the report trom tn CGirorkiy Railroad. Asa result, 
October the surplus of tank cars carrying local 

treight over the network amounted to more than 3,500 
ind almost the same number were not readied for the 
isssizned turn-a nd An especially untavorable situa 
tron developed on the Far bastern Railroad, where theu 
presence in the working pool amounted to 132 percent 


Trar Bay kal lL! 3 percent and on the Oktvabr 


a 5) 
vor ) ) that a reduction in the admunistra- 
Qoktvabr Railroad eliminated the 
yy department and thus now for all practical pur- 
i 1) ) ( i sponsibil tv for the fuel 
| IS NO to brush away the former 
du tthe B imssian method? Initially we 
red nd ( later we recall «uddenly al return 
the Belorussian Ratlroad the surplus amounts to 
} ( PII ) { round 160 tank cars 
the October Railroad the figures were 431 and 262) 
Ihe situation is somewhat better for railroads in the 
nte : ver d I being experienced on the 
Kuvbys Rail d eas Other mainlines are 
ware as how to ship mazut trom the plants, here on 
Bashkir Branch, during 10 da n October, the 
mm olat is not fulfilled by 3,590 tons owing to a 
the task for tar was exceeded bv 1,530 
: | prin mud ! h i minus: this 
yroduct 1 \ nd the shipping of it wall be 
np ited | in yy Minny Ce V athe: 
| ) wav mised | ( mection 
mn t iI Gg th d Need exists 
| k i i I is1dermne 
! it nterest of nor { 
tn 


Winter Coal Delivery Problems Cited 


’ , 
¥ f A, \ ‘ 
" ) : 
{ ( K ) Retlections 
" ) 
! ( ' f the MPS 
\ ‘ 
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r 
i a ) 
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\ ming 
f \ t f ppened 
Situation ynich has 
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Could it be that the miners have tated to produce th 
tons planned due to the strikes which swept the coal 
basins this summer? Alas. itis not so. Ye. Krol. chiet of 
the transportation administration of the Minuglepron 
(Ministry of the Coal Industry]. told the audience that 
“It is necessary to note that the well-known July events 
are largely due to Our joint activities,” and called on 


them to eliminate existing differences in the planning 


and performance Of transportation operations as soon as 


pr ssible 


~ 
-~ 
~ 


Let us forgive the ranking functionary | 


veil drawn OVC his wording Perhaps e\ rin this tlm 
ft glasnost he did not want needlessly use the word 
Strike and Mit LO NAS 4 ( eal son itt yam fay 
Ine we | Kl Wr) CNTs 


However, let us call a spade 


fault or the mistortune of the railroads, the, owe it to ti 

miners who (despite the events mentioned!) produ l 
YS million more tons of coal than the plan cal! for an 

the [first] 9 months. Meanwhil $9 million less tons | 

coal were shipped to the consumers, and 20.5 n 

tons less compared the same period of la 

[he lack of open cars is the reason. This reason is a part 

of a chain | OmMmpa On reasons CX en { 

while being unloaded compared rms ure t 

COMpPly With regulat yy isscIpiine ON the Palit OF raiiroad 

delivering empty curs. and so on. Of Course. serio 

losses occurred due tv the events in the Transcaucas) 

republics and in Molda 

Be that aS it may. the | ust submitting lt 

the course of 9 months, the railroads tailed t 

$36.000 cars for leading’ Out of this. 177.000 we 


In analyzing the reason tor coal overstocks. the «¢ 


, \ 
industry finds the main reason in the lack of correspon 
ve » weir > ‘ - ‘ 
dence detwi he ignoment yT I 
> erie , ; iS ry} ‘ , th lL, ; ++ =" + + . 2 } . 
deliveries and the plan t e Shipn tuel which 1: 
Set fOr ti " « ) . ] ) , , 
il i i 1 Uuc A 
1 r , 
+ 
needs f i ] } . \ if an | 
the plan 1s u lable given this ap | 
1 } ‘ 4 ¢ 
in Impe r mmr 
t} ? i . ; . 
\ a Ali i) 4 r 
n NC a Qn ib r c 
‘ an 4 
ang 1! d I | vf 
try st the ( »| Ty <tr t r try 
{ 4 ) AA 
K LZ DO< » f M4 I ‘ 
' 
Kemer \ ( Q | y I 
the vo ) i t 5S 
, ; 
tnan 1 | T ) 
ert , | } \ 
\ \ i 1] I ) I } 
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» the shortage ot empty cars. This needs to be made 
more precise: “since June of last vear...”° That is to say 
not tor 4 months. but rather tor a year and 4 months (‘) 


Inarow the railroad has been tailing to fulfill the plan. It 


this were to be looked at in the categories of complete 
econom COUNnTADIT would it not be a ce mplete 
bal KTUp v 
MW dlb Nout MW Hel \ ! A however, tet us 
k at the Situation of the coal industry in the basin 
| the raifroad serves. Twelve million tons ot coal, or 
(MW the amount provided for by the norms, ended up at 
the storage facilities of mines, Opencast mines, and 
al-washing piants of the Kuzbass. At cight large mines 
1 five Openca’.. mines, further storage is impossible, 
1 the t er Nace \I 1] enterprises of the 
SIT HNurninege 
Th lule {fe ping tre Kuzbass and 
Ou al basins which was previousiy developed and 
nfirmed by the USSR Cou { Ministers 1s not being 
fulfilled) Enterpris { the coal industry are exper- 
| tact tage of umber for mine support 
last ar. over 9Y Nf iINic meters of Il were nol 
delivered: at the beginning of this vear rves were al 
one-fitth of r VOlume envisaged by the norms. For 
ine first roof tnis Lr. | devel i pit prop were 
plant } innual q a, and were 
re, nt ! a () bic meters were not 
Vel 
rth 1 quar K for the deliveries of mine 
Support we t SO! at higher: however, the umber 
rv ¢ re ving fulfilled the 
ncreased plan in July only & rcent. The Council! of 
Minist Nad to vene yel again. however, in August 
“ t? 4 9 
Ata joint Ing tf les 1S presentatives of 
Mor D M { fm Ti! De i Y¢ uSIry] diS( 
te he ta ! ylans and delivery 
( Dy S shortage of 
f ) Vell a the 
I ! ) and 14 
ALA 
, ry vea 
{ ‘ p ( Of 
{ , aa 
nit 
I stabdle Opera I 
, ire di ered b 
f to ire 
7 DS t ea 0) 
ak 
} ; ’ nod r 1c 
pt! yu! rd and 
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it iS easy to understand: The 
There is no choice, though 


hauling timber. However. 


flatcars are more trouble 


[he coal industry begged and demanded: “Pit prop first 
ot all!” The coal industry and railroads together said that 
ties and switch ties are urgently needed, ship them too! 


lhe answer was: You give us the-cars! We are failing to 
meet plans tor the delivery of lumber to construction 
projects. Sometimes you cannot tind your way to mine 
timber and ties through the stacks of lumber. Due to the 
continuous lack of rolling stock, loaders are dismissed 
and the timber produced 1s stored for years at down- 
Stream warenouses rotting away 

The coal which has not beet 
The editanal| 
mailbag yields new statements of collective alarm: “We 


ask you to publish our gpen letter 


The pian 'S ul n the dll 
shipped out is on fire turning into ash 


to the deputy minister 


the chief of the transportation administration [hes 
ame addresses and the treight: awaiting its tate 
‘ment. fertilizer, fuel, foodstuffs, and « »nsumer goods 
\S you listen to all these statements, including those 
made in ministerial chambers, a heretical thought occurs 
} 


to you. Why shouldn't we reduce the plan for coal mining 


nstead, we are tn a hurry to mine above the plan!) al 


east by the amount which, as we know, will end up at the 


Ine storage sites and burn without keeping anybody 
varm. Why cut down the timber which (we also know 
nat!) will rot without being shipped away trom the 
varehouss trom the cutting area... Why grind 


ent knowing Mn advance iwe should 


know, after all!) t will turn to stone again 

SO ii’ sucn Spare Bv ods” are to he collected (wh ti a 
aving Of resources d tunds this would produce!) and 
tlocated for what lack and what hinders us. Tran 
portation what hinders us—-the lack of cars and 


engines, of carrving and haulage capacity, its “well 


worn” tracks on which you cannot move too fast 
1 am sure that if a similar joint meetings of the col 


legiums of the MPS and two or three, or even a dozer 


ther ministries were to convene tomorrow we would 
‘ar the same well-grounded ('?) complaints about the 
ulroads... | do not by any means believe that all 


ilroads and their divisions are working impeccably 
miscalculations, mistakes, and viola 
tions. However, when the Kemerovo Railroad fails 

ulfill the plan for coal shipment 16 moths in a row 


ymplained about its chief: The 


OmMmmMon 


ynion 1s that he is a young, energetic, knowledgeabl 
nge:rneer}, it means that the disease 1S not local in scope 
1 urs on the entire network 
a | ? *. 
egulat fisciplir hardly the way 
} } > ,pPPp Vo | > Y 
ind d uch discipline 1s needed. However 


mand from above “Empty cars to be delivered 


val | ( mplied with contrary to the 
nom gic and economic considerations, when w 
usSN trom one verstock of supplies to another without 


art y treig! only because this 1s the thing to do 
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someone 1s detinitely going to be shortchanged. One 


blanket 1s not enough to cover all 


However, orders are given to be fulfilled. According to 
the order, the Kemerovo Railroad should ship no tewer 
(OO cars a day, the Tselina Railroad (Ekibastuz}— 
In September, the Kuzbass shipped shghtly 
ver 6,000 cars with coal [daily], whereas on 9 October it 
$4. and on 10 October—6,822. On the 
increment was likewise perceptible 
mpare: In September, 868 cars were loaded 


whereas between | and 5 October 


than 


3.600 Cars 


vas as Many as ¢ 
entire SyStem, the 
| et us ¢ 
daily on the average 
8 7( ars, and between 6 and 12 October (the day of 
th, " 


promt collegium meetinge—2Y,536 


I not the limit ore 18 needed! Since the “blanket” 
if] and tugging at itis too dangerous, the MPS 
nade sacrifice’ they decided to put to use within a 
in ra vad shuttie trains made up of dump cars and 
hopper-batcher in order to increase the volume of coal 
transportat 
' iy tuation such means may also be 
ed. How when the critical situation mounts, this 
s called a crisis SSR People’s Deputy V. Kolesnikoy 
1) Was er elected the chairman of the railroad 
ins] i nimisst of the Supreme Soviet of 
i untry. on ied this very danger in his June 
A Gl DOK ‘ dent. He noted that 
e t il vas allocated tor 
transportation. or almost 3 tr ess than in the Sth 
5 | ntries, 3 times more 1s 
S it i ins \ lay, we may 
p \ t tile trains wall 


Officials Review Railcar Shortage Incidents 
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The situation is critical indeed. However, 1s it that 
unexpected and unpredictable’? Both the empty store 
counters and the overstocked stations are topics which 
have become continuous “staples” in the pages of news- 
papers. However, “objective” causes for all shocking 
developments used to be found 


Now we have an emergency. The commanders of 


industry headquarters are showing alarm and confusion 
as if they were being faced with a great revelation. We've 
got to make up the losses. As I. Klochkov observed, 
everything has got to be normalized betore the October 
holidays 


hey discussed how this 1s to be accomplished 
Let us mention just the main statistics and proposals 


First Deputy Minister of Railways V. Ginko spoke about 
what 1s acute: The shortage of rolling stock has been felt 
on the railroads continuously. This year, the situation 
nas become more complex. At present, the country loses 
30.000 cars ued up in unloading. Especially many cars, 
including those carrying consumer goods, have accumu- 
lated on the Belorussian, Lvov, and Moldavian Rail 
roads. Meanwhile, within several days 300,000 tons of 
potatoes from Poland and 150,000 tons from the GDR 
need to be hauled. A large amount of cars needs to be 
dispatched to the port railroads and those adjacent to the 
border. Meanwhile they are tied up on railroads inside 
the country. In the RSFSR [Russian Soviet Federated 
Socialist Republic] alone, unloading of 9,680 cars is not 


pertormed daily 


Six thousand empty containers are lacking for shipment 
io India in order to pick up cargo 


V. Ginko appealed yet another time to the managers of 
motor vehicle transportation enterprises: “Give us more 
trucks!’ Publications in GUDOK have been calling for 
this for a vear now. 


Organize around-the-clock operation of warehouses 
ind storage facilities in trade and at enterprises! —this 
appeal is not new either. Lite itself has been suggesting 
the need for such schedules day in and day out 


Jne who has heard the speech of Deputy USSR Minister 
t Trade P. Kondrashov at the meeting 1s no longer 
surprised by the reasons why the voice of railroad 


mplovees has not been heard vet 


We should roli up our sleeves and get to work!” 
Maintain heightened performance through the end of 


the quarter!’"—these are the phrases which describe the 
ync of his speech. Why 1s 1t taking the leaders of trade so 
ng to roll up their sleeves? Why do they want to 


natntain heightened performance only “until the end of 
he quarter’ and not on a regular basis’? Why have they 
O! recently begun talking about the need for the 

e-clock operation of warehouses and storage 
lities? Why have they not organized the sales of goods 
which are stuck at the stations before, but have now 
rasped the need tor wt? 
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V. Ginko referred to the “AUCCTU initiative.”’ Per- 
haps, initiative should have been displayed sooner, and 
not by the trade unions alone. 


By now, as a USSR deputy minister of the maritime fleet 
informed us, 379,000 tons of grain, 94,000 tons of sugar, 
5,600 tons of tea, 7,300 tons of cocoa and coffee have 
accumulated at the ports. After all, they have not 
appearea there overnight or fallen out of the sky. 


How could the arrears in meat [deliveries] be allowed to 
occur in Moscow, the justification being the lack of 
refrigeration facilities whereas in many cities of the 
Moscow area the counters are empty? 


At the conference, they planned their measures and 
called for unity in action. Work on days off is in store for 
us; funds for piece work will be found; employees of 
enterprises will be drafted for help. All of us together will 
tackle it. We will overcome the artificially created diffi- 
culties—are we not good at that? One thing we have to 
learn 1s not to create them. 


Computer Aids Rail Operations 
YO4HOOTIC Moscow GUDOK tn Russian 17 Oct 89 pl 


{TASS report: “Electronic Dispatcher’’} 


[Text] Dispatchers of the Komsomolsk Division of the 
Far East Railroad have acquired an efficient helper. A 
terminal controlling the traffic and processing of trains 
carrying liquid fuel has been commissioned here. Within 
seconds, the computer can produce information on the 
location of any tank car with fuel on the section between 
Khabarovsk and the Pacific Ocean 


Chief of the railroad division I. Leonoy said: “The new 
system of real-time control 1s the result of carrying outa 
program for improving the utilization of rolling stock 
Due to computerization, we have been able to solve the 
problems of freight classification, management of pro- 
duction processes, and greater safety of traffic.” 


At present, just several people control the movement of 
trains over the entire division using automation and 
electronics. In the event of improper actions by them the 
equipment interferes which can block unjustified com- 
mands. Due to this, safety has improved; the carrying 
capacity of the railroad has increased by a factor of 1.5, 
the idle time of rolling stock has been reduced. In 
addition, manpower needs declined by about 600 
people. 


Work Begins on Alma-Ata Metro 
904HOOLID Moscow GUDOK in Russian 17 Oct 89 p 1 


{TASS report: “Alma-Ata Metro: The Initial Meters’’] 


[Text] Having smashed, in keeping with a tradition, a 
bottle of champagne, team leader of a metro construc- 
tion crew V. Demchenko sent on its voyage an “‘under- 
ground ship’’—a unique tunnel shield. The digging of the 
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left tunnel span between the stations of Oktyabrskaya 
and Dostyk (Friendship) began on the first “subway” in 
Kazakhstan. 


©. Alimukhabetov, head of the complex for metro con- 
struction, said: “Thus, we have embarked on the stage of 
main work. We are looking at digging 1,100 meters and 
completing the digging of this tunnel next year. The 
tunnel will be put in on the basis of new design features, 
taking into account complicated mining and geological 
conditions and a high seismic rating. At the same time, 
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an electric engine house, an engineering shop, industrial 
and production facilities, and social and cultural tacilhi- 
ties are being built.” 


Eight stations are planned on the first line. The construc- 
tion of six of them 1s already under way. In total, three 
lines almost 40 kilometers long are envisaged which will 
connect industrial areas of the republic capital with 
residential subdivisions via high-speed transportation 
In 1997, the Alma-Ata metro will carry the f'rst passen- 
gers. 
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